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Foreword 


Already by the end of the 19th Century, the National Congress Party, under 
the leadership of men like Dadabhai Naoroji, had very clearly understood the 
relationship between colonialism, under-development, and rural poverty They had 
taken the position that the development of the Indian economy could only take 
place after the departure of the British, and unless that development took place, 
the poverty existing in our country, in particular, among the rural masses, could 
not be removed. Mr. Nehru, our first Prime Minister, had in the 1930s, taken 
the position that not only was it necessary to end zamindarism to attack rural 
poverty, it was equally necessary to introduce a socialised economy in the rural 
areas, if the poverty of the tenants and the landless labourers was to be removed 
From 1947 onwards, Nehru’s Government had very categorically stated that one 
of its major tasks would be the removal of rural poverty. 


In the 40 years we have been independent, the government under the leadership 
of first Mr. Nehru, then Mr. Shastri, then Mrs. Gandhi and finally Mr. Rajiv Gandhi, 
has been implementing rural development programmes of many kinds in order 
to provide relief to the rural poor. It was estimated back in 1950 that at least 
50% of the Indian population of 400 million people were poor; the latest estimation 
is that 40% of the 780 million people are still absolutely poor. This basically means 
that inspite of government programmes and all the funds which the government 
has invested in helping the rural poor, still at least 300 million people continue 
to.be poor. The programmes which the government has implemented have covered 
vast areas of activities. Some have been credit and subsidy oriented, some have 
been technology oriented, some have been land oriented, others have been self- 
employment oriented, and still others have been mass rural employment oriented. 
Even the combination of all of them have failed to have any major impact on 
the incidence of rural poverty. The critical essays collected in this volume look 
at the development scene and provide us with an analysis as to why in the opinions 
of the authors, the Government development programmes have not had a significant 
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impact on the incidence of poverty in India. The 12 essays which have been 
brought together by Young India Project have been written by the following people: 


Dr. N. Rath 


Dr. N. Rath, is a member of the faculty of Gokhale Institute of Politics 
and Economics, Pune. He has been appointed along with two others, 
by Mr. Rajiv Gandhi, to help draft the 8th Five Year Plan. 


Dr. K. Subbarao 


Dr. Subbarao is a member of the faculty of Institute of Economic Growth, 
New Delhi. For the past one year his services had been given to the 
World Bank, New Delhi, for studies related to poverty in India. 


Dr. Kumudini Dandekar 


Dr. Kumudini Dandekar is a member of the Council for Employment 
Scheme in Maharashtra. She and her husband, Prof. Dandekar have 
been connected with the Employment Guarantee Scheme and Act which 
Maharashtra has been implementing since 1974. 


Mr. Datta Deshmukh 


Mr. Datta Deshmukh is a leader in Lal Nishan Party, Maharashtra. His 
party has been organising the rural unskilled labour to get the fullest 
benefit out of the Employment Guarantee Act which the Government 
of Maharashtra is implementing. 


Dr. S.S. Mehta 


Dr. Mehta is a member of the faculty of Gandhi Institute for Labour, 
Gujarat. 


Prof. G. Haragopal and Dr. C.H. Balaramulu 


Dr. Haragopal is a member of the Centre for Economic and Social 
Studies, Hyderabad, and Dr. C.H. Balaramulu is a lecturer in the 
University of Khakatiya, Warangal. Both have made intensive studies 
on the impact of government programmes, such as IRDP. on rural 
poyerty. 


Dr. S. Subramanyam 

Dr. Subramanyam is a member of the faculty of Centre for Economic 
and Social Studies, Hyderabad. 

Mr. M.D. Asthana 

Mr. M.D. Asthana is a Joint Secretary, Ministry of Rural Development, 
Central Government, Department of Rural Employment. 

Young India Project 


Young India Project is a voluntary group which is working through 
solidarity groups in West Bengal, Orissa, Tamil Nadu, Karnataka and 
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Andhra Pradesh. The focus of the Young India Project is in creating 
mass organisations of poor peasants and agricultural labourers, 
specifically unions, in order for them to ensure the implementation of 
Government programmes and Government legislations which are pro- 
poor. Along with organisational work, educational work is also being 
undertaken. At present, Young India Project and its solidarity groups, 
are also engaged in promoting a National Movement for legislation 
of Employment Guarantee Act for rural unskilled workers of India. 


In reading the essays contained in this volume, one will come away with the 
impression that most of the thinkers are strongly in favour of mass employment 
oriented intervention by the Government as a direct attack on rural unemployment 
and low wages. In fact, many of the writers are strongly in favour of the Government 
of India legislating Employment Guarantee for the rural agricultural labourers. Only 
one state has to-date legislated employment guarantee, that is the state of 
Maharashtra. The volume ends with a text of the Maharashtra Employment 
Guarantee Act, which was legislated in 1977. There is no doubt that the Act 
as it is being implemented in Maharashtra has certain failings; these can be rectified 
and overcome. It cannot be denied that EGA in Maharashtra has had a significant 
impact on the rural unemployment existing among the unskilled workers of that 
state. We hope this volume will help voluntary groups and those funding voluntary 
groups, such as foreign donors, CAPART and the Central Social Welfare Board, 
reflect seriously on the kinds of anti-poverty programmes which are being funded 
and implemented. We also hope that this will lead to a more critical attitude towards 
the selection of programmes to be funded/implemented in the future. 


Young India Project 


Penukonaa, 
Anantapur Dist. 
A.P. 

October, 1988 
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A Brief Overview of Rural Poverty 
and Government Policies 


and Programmes 
(Talk given at NIRD, Hyderabad, February 22, 1986) 


Dr. N. Rath 


| shall essentially present my understanding of what and why things are organised 
the way they have been organised, and my understanding of how they have 
worked over the years. | shall not try to present any specific suggestions regarding 
any alternative just now. | shall postpone it to when things have been discussed 
at some length later on. 


Let me begin by saying that the country has been poor for ages. It is not 
a new phenomenon. At the time of independence, we thought, we meaning the 
people like, landlords, politicians, planners and the government, everybody, thought 
that if we develop the economy fast, that is organise production on a more larger 
and intensive scale, and more efficiently, then we will be able to make a direct 
attack on poverty, which for a country like India is essentially in rural areas. So 
we thought in terms of developing agriculture. Developing agriculture meant bringing 
more land under crops. Bringing the same land under many crops in the different 
seasons, all of which would generate more total production and more and more 
income, but also, at the same time, generate more employment, in the process. 
With the landowners getting more income, those working on the lands would 
also be able to get more employment, and so more income. It may not have 
been spelt out in these terms, but this is what | understand was our thinking 
in the beginning. 


It's quite interesting that right from the 2nd Plan onwards, our planners always 
used to make an estimate of what would be the extra employment generated, 
as a result of the various proposed developmeni plans in agriculture and other 
fields. In industry of course they could make a more firm estimate, but in regard 
to agriculture and related activities they used to make guess estimates. This was 
relevant, as the population was growing, and it was important to plan the absorption 
of the expanding labour force. This merely shows that generating greater productive 
employment was a mechanism that the planners thought would be able to attack 
the poverty of the large mass of the rural people. 

Because of a set of combination of circumstances, around the turn of the 60s 
into the 70s there was a considerable amount of dissatisfaction, with what was 


happening. It was for the first time as a result of this that in the fourth five year 
plan document, planners did not make an estimate of how much of extra employment 
would be generated as a result of planning. All types of things happened. | am 
not going to go into details right now, we had the new high yielding varieties, 
titled the ‘‘Green Revolution’, this came around the middle of the 60s and everybody 
was excited about it. But along with excitement came the feeling that this was 
only affecting some areas and some groups of farmers, to start with at least. 
Naturally, there was a feeling that this was not going to do any great good to 
the poor, in the rural society. So they had to do something else for the poor. 
This was One point of view. But the most serious one was, by some accident 
of situations, a number of scholars at that time began trying to estimate the dimension 
of poverty in this country. | must say in this matter, in Independent India, to my 
understanding, the first credit for this goes to a politician, the late Ram Mohan 
Lohia. Lohia in a speech in the Lok Sabha as a Member of Parliament made 
a point about how poor were a large number of the people in rural India. He 
sort of tried to give concrete figures, what was their daily income and how many 
were living below humanly acceptable levels. Those of you who are old enough 
to remember this will be able to recollect it. Lohia was to my mind, the first person — 
to create a tremendous amount of debate on poverty and that too as far back 
as the late 50s. 


Many of you may not know it, but because Ram Mohan Lohia’s debate on 
the dimensions of poverty disturbed the government of the day, the planning 
commission had a special study group set up, with a number of distinguished 
economists and others, which produced a document, which was not published, 
but which became the basis for what is called the ‘‘minimum needs programme’ 
So for the first time planners began saying that our objective should be to provide 
at least Rs. 20/- per capita income for everybody, and that those who were below 
it were to be considered poor. 


After an almost 10 to 13 years lap, around the turn of the 60s to the 70s, | 
a number of scholars began making a fresh estimate of how many were poor. 
Everybody had a little different criterion, but by and large, everybody sort of 
postulated the criteria of measuring and identifying the poor by saying, that the 
poor households were those which could not provide every member of the 
household with two square ordinary meals, as rural people eat in their respective 
regions, everyday of 365 days of the year. It is in these terms that everybody 
tried to define who the poor were and then, with variations, everybody came 
to the conclusion that more or less, let me put it again in broad terms, around 
40% of the people in the country (mainly in rural: India) were poor. This coincided 
with Mrs. Gandhis famous slogan ‘‘Garibi Hatao”’, which, if my memory and 
understanding serves me right, had nothing to do with these scholars’ exercises. 
Let me be charitable and give the benefit of doubt to the politicians. Ram Mohan 
Lohia had his point of view and Mrs. Gandhi had her point of view, you may 
say that her point of view was political, she really did not mean it, but that is 
a matter of attributing motives. The fact is she floated the slogan ‘'Garibi Hatao’’ 
in 1971 just on the eve of the election, not because some professors had written 
Papers In order to tell these stories but because she had a feeling that people 
would respond to it. Every politician (Mr. Deshmukh is here and he will certainly 
agree with me) has a ground level feeling of what is wrong, whatever the ultimate 


motives may be, the fact of the matter is that they have an understanding at 
the ground level and they try to do something about it and | think personally 
this was what Mrs. Gandhi attempted with her slogan. 


So these studies and the ‘‘Garibi Hatao’”’ slogan, all this sort of came together 
by sheer fortuitous circumstances. This was at the beginning of 70-71. As a result 
of this, special attention was given to the rural poor and the urban poor, but 
everybody quickly agreed that the urban poor were really an overflow of the 
rural poor, and therefore beyond talking of slum clearance the politicians and 
scholars stopped talking about the urban poor in India. All attention was concentrated 
on the problems of the rural poor. 


From 1971 to almost 1975-76 the major concern of academicians and scholars 
more than the politicians was measurement of percentage of the poor: whether 
it was 30%, 40%, 35% or 52% or 47%. Nobody was talking about what was 
to be done about these poor immediately. It's fashionable, | think to talk about 
a studied approach to this subject. Around 1975-76, more serious thought and 
effort went in at every level, including the political, planning and so on, as to 
what was to be done about poverty. Now a number of scholars who had gone 
into the question of measuring poverty originally, were not merely indulging in 
an exercise in measurement, what they were saying was that it was a problem 
which had not been tackled despite the agricultural and industrial development 
which had taken place in the country. Now somebody may say, that no great 
agricultural development had taken place in India, so how could you expect anything 
to happen. As a student of Indian Rural Economy, | will say that even in the 
first twenty years, i.e. from 1950 to 1970, the rate of agricultural development 
as measured in terms of increase in agricultural production and increase in the 
aggregate income generated in the rural sector, the growth in this country was 
unprecedented in the history of India. We had anywhere from 2 to 3% annual 
rate of growth in agricultural production which was anything in the order of 8 
to 10 times the annual rate of growth in agricultural production during the last 
100 years of the British rule. It is in this sense, | am very deliberately saying 
that this rate of growth was unprecedented in our history. Compared to many 
big countries of the world our rate of growth in agricultural production and agricultural 
income generated in the sector was not small. Upto the beginning of the 70s 
our rate of growth of agricultural production and total agricultural income, not 
‘its distribution, was not comparatively any worse than that of the people’s Republic 
of China, which became independent around the same time. China came under 
communist rule about the same time we became independent, and was equally 
large and equally ancient and equally underdeveloped. So they are in a sense 
comparable entities, and: our performance was no worse than theirs. 


Against this background of industrial and more so agricultural development, 
what had happened to the poor became an important question to research by 
the scholars. The scholars who began looking into this said that apparently despite 
this rate of agricultural development there had been no great impact on the 
proportion of the population that was poor. Everybody began saying that if 
agricultural development at the rate which we had achieved was not able to touch 
the problem of the poor, then what was to be done about the poor. This was 
the background to the whole debate. | will not go into the genesis of the Employment 
Guarantee Scheme of Maharashtra, about which Mr. Bedi spoke earlier, because 


that is the purpose of this workshop, except to mention that Maharashtra’s EGS 
came around 1972-73. It so happened, that in the first year in which the large 
scale EGS was conceived happened to be a year of very widespread famine 
in Maharashtra. So it got mixed up with famine relief Operations. It gave some 
good ideas to the Government and planners, on how to go about doing these 
things. But that is a matter of detail which we shall be discussing tomorrow. 


Around 1975-76 when this discussion was going on there was a very considerable 
body of opinion, academic, administrative as well as political, which persuaded 
itself to believe we had to have a direct attack on the problems of the poor, 
and this attack must take the form of providing for each individual poor household. 
in such a manner that the household could help itself rise above poverty. The 
logic was, if | may put it in my way, as follows: Who are not poor in rural areas? 
Those who have land. Land is a means of providing for oneself with other than 
one's labour. And likewise any other productive assets which helps ones family 
to manage without recourse to one’s own or ones family labour makes a person 
a person of means. The person may not be rich, but at least his family members 
get two meals a day. From this, people came to the simple conclusion, that the 
way to attack the problem of rural poverty was to provide everybody in the rural 
society who was without any means of production, with such means of production, 
which would enable the family to meet its basic needs, and it was concluded 
that, that was the only way the poor families could be helped to rise above poverty. 


The next question which arose was, what productive resources could be given 
to the poor families to help them rise above poverty. Ever since Kumarappa 
Committee, this country has persuaded itself to believe that we can redistribute 
land in such a-way, that the bulk of the rural households can be provided with 
some cultivable land of their own in order to be able to do some productive 
activity. Between 1947 and 1975-76 whatever had been done or not done 
adequately, the lesson had gone home to everybody that this line of thinking 
was not likely to deliver the goods. | am not only referring to the failures of land 
reform, land ceiling, tenancy and other land legislations. Even where things had 
been very effectively implemiented, and there has been some serious efforts made 
to distribute land to the poor, it was quite clear to most people that there was 
not very much land to distribute. People were forced to come to the conclusion 
that there was not much scope for helping a large body of the poor get out 
of the poverty situation by giving them more land. You could help 2%, 4%, 5% 
of the rural poor in this manner but that was merely nibbling at the margin. So 
if land was not the means by which you could attack rural poverty, what then? 
Now here two lines of thinking developed. One which said if not land then at 
least some additional. resources to go with land, because it was quite clearly seen 
that a large body of the poor were not landless people. Many of them were 
small landowners, we refer to them as marginal and small farmers. These people 
were poor because they couldn't get enough from their land and so if they were 
given additional resources like a well, or a pump, or if not anything else than 
at least a pair of bullocks they could increase their annual income, planners thought 
that the agricultural small farmers were badly off because they did not have a 
pair of bullocks. | have never been persuaded by that line, but that is a different 
matter, am now merely discussing their thinking. This is one type of resource 
giving, if we give this then they will be able to produce more and through the 


process generate a better living. But because the possibilities of sinking wells, 
Or giving them plough animals were limited, the scope of this was quite clearly 
and early accepted to be very limited. If land and associate resources were of 
limited possibility for this purpose, what other resources could be given, was the 
logical question they turned to. 


Land is a fixed resource. There are other resources such as livestock which 
have in theory vast potential. The giving of milch animals to poor families was 
seen as one way of putting them in a position to get a reasonable income. If 
you could not give them milch animals, then giving a herd of goats or sheep 
were seen as viable alternatives. Apart from giving of livestock, helping poor families 
to establish petty business was seen as yet another viable possibility. This did 
not include people like potters, carpenters, blacksmiths, not to speak of weavers, 
they were to be taken care of separately. These people could be helped by being 
given more resources in order to improve technology, procure raw materials and 
market finished products. 


A third approach was that in those cases where material resources whether 
land, inputs or animals or animal driven carts could not be given, they could 
be given skill so that they would be able to do some enterprise on their own, 
and get increased income. They were to be trained in various types of artisan 
skills like Masonry, carpentry, cobbling, so they could become self-employed. 


Now you see, underlying all the propositions there was a common theme, which 
was that the beneficiaries of the above programmes would become self-employed 
persons. Like a farmer is a self-employed person, he employs himself, a household 
which has land employs itself, a family employing itself on its own farm and all 
these enterprises are essentially conceived of as self-employment propositions. 
In point of fact in the last 10 years the one new slogan which we have in this 
country for both the rural and the urban areas, is ‘‘become self-employed 
entrepreneur and create work for others also’’. But despite the Government's 
massive investments to promote entrepreneurship of the educated and uneducated 
unemployed, their ranks have continued to swell. In all fairness | must say that 
numerous types of professional possibilities are there on paper at least, for self- 
employment. You can train carpenters, cobblers, masons, blacksmiths to become 
self-employed. All you would have to do theoretically is give them skill training 
in the craft/profession chosen by them and then give all the necessary tools and 
some working capital to get started, and send them back to their respective villages. 
Your responsibility would then be over, it would be upto each trainee to find 
his own professional corner in the market economy. For society to take upon 
itself the problems of organising industries, agriculture, collective farms, work sites 
for mass employment is undesirable and unnecessary. People should help 
themselves so that the responsibility of the society is lessened. You may say that 
| am being unfair to the planners, and thinkers, by attributing such a motive to 
them, my answer is that one should look at every policy programme from every 
possible perspective, if we want to be fair to both sides — the planners and 
the poor people. 

Integrated Rural Development Programme (IRDP) was first presented as an 
idea by Mr. C. Subramaniam in 1975 in his central budget speech, and it was 
incorporated into the draft Sixth Plan 1977/78 as a self-employment generation 
programme within the context of rural development planning at district/taluk level. 


Self-employment generation was conceived of as part of an integrated growth 
of the economy at the district/taluk level, growth being achieved through planning 
of fullest utilisation of all available resources in the area followed with injection 
of necessary capital, inputs, and know-how. The implication was obvious, the 
total development plan would suggest the various types of activities which were 
economically viable and which could become self-employment generating activities 
of the types we are talking about under IRDP. This was the planning commission's 
intellectual formula. But between the desire and fulfilment, there exists a shadow, 
as the poets say, and there was a big shadow. It was that in order to start assisting 
the poor as expeditiously as possible, it was decided to go ahead with the self- 
employment generating part of the programme even before the preparation of 
district/taluk level development plans had started. The consequence of this was 
that plans were never made and IRDP came to be direct assistance, in the form 
of loan and subsidies, to poor families, in order to make them self-employed through 
productive assets or skills. Eight years after IRDP was launched it has remained 
just that. 

In order not to strain the IRDP families through high repayment schedules to 
meet interest charges plus capital amortisation, it was decided to give part capital 
as outright grant or subsidy, and the remainder as loan on low interest rates. 
lt was estimated that in each of 5,000 blocks in the country there were on an 
average 12,000 poor households, assuming 50% of the rural population were 
living below the poverty line. It was planned to help 600 households per year 
per block or 3,000 over a 5 year plan period. On the basis of this calculation 
it was planned to reach all the rural poor households over the period of four 
to five, five year plans. To my mind, | may be wrong, in all our last 35 years 
of planning we have never done anything as massive in terms of touching individual 
households in the rural society in the scale and manner of IRDP. In the seven 
years of its implementation IRDP has managed to cover 15 million poor households 
in the rural areas. Taking into account wrong identifications, inflation, adjustments 
for loan repayment, a study of all available reports indicate that not more than 
10-15% of the families covered managed to rise above poverty line. And those 
who did rise above the poverty line were families who were not the poorest, 
they were close to the poverty line to start with. That is not to say that other 
families which did not cross the poverty line did not register income increments. - 
But one phenomenon must be underscored, in a significant number of case the 
increment in income achieved in all cases relating to the genuine poor households 
was temporary. One calamity or the other, reduced them back to their original 
economic status. There is tremendous regional variation in the above phenomenon. 
In any case the question to be asked is why does this happen? It has been 
observed by the scholars that where agriculture is well developed, percentage 
of success in IRDP is greater. Why? Take the dairy programme for example, 
it accounts for nearly 1/3 of all IRDP programmes. According to the plan this 
programme is for landless and marginal landowners. Now beneficiaries under 
this scheme need to buy fodder, assuming their land situation does not permit 
them to grow it. It is only too obvious that agriculturally advanced regions, because 
of irrigation and multiple cropping, would have surplus fodder for sale to IRDP 
beneficiaries. Consequently the chances of dairy succeeding in such areas is 
greater. Whereas in dryland cropping regions the fodder grown would probably 
just be sufficient to meet the needs of the landowners, and therefore none would 


be available for the IRDP beneficiaries, assuming they are not in a position to 
grow their own. In such areas the dairy programme under IRDP is bound to 
fail if implemented in a large scale. And this is precisely what happened because 
of the target oriented approach of IRDP irrespective of the local situation: 600 
families must be assisted per block per year no matter what. 


Then in agriculturally advanced regions you have better communication, better 
infrastructural facilities such as veterinary services, marketing etc, and these are 
strong determinants of the possibility of success of IRDP types of programmes. 
The same applies to sheep and goats. Lack of adequate shelter and grazing 
facilities can lead to high loss in the stock. It has been reported that mortality 
in sheep and goats is more than 50% in the first year. Now all these infrastructural 
facilities needed cannot be created overnight: good roads, sufficient fodder, 
necessary grazing grounds, large market, etc. This in my opinion contributed to 
the failure of the programme, especially in the backward regions. 


So my proposition is, that in practice IRDP started with a wrong set of assumptions: 
(1) If individual families are assisted other details such as infrastructural requirements, 
would somehow be looked after by themselves, and, (2) in every block poverty 
and environment situation is the same and therefore it is possible to, as a rule, 
fix a target of 600 poor families to be assisted each year under the programme. 
In all fairness to the Sixth plan this was not what was visualised. The result of 
these assumptions were corruption and cynicism. The same cow going around 
IRDP beneficiaries has been told ad infinitum. There is an old saying in Marathi, 
why not wash your hands, every one of us who can in the flowing Ganges : 
Telugu Ganga, Sarkari Ganga, Marathi Ganga, any Ganga that is flowing, let 
us wash our hands in it. What | am trying to say is corruption has not killed 
IRDP, corruption has arisen because we are trying to push a programme that 
is not feasible at the scale at which we are trying to push it. Let us not take 
the symptom for the disease. 


Finally, | will say, if you want to do something for the poor, please do not 
try to help them this way. Ask the poor what they want. The answer will invariably 
be — ‘‘Work’’. Newspapers reported that recently when the Prime Minister asked 
the tribals in Orissa what they wanted, their answer was “'Give us work, so that 
we can earn something’. What we must provide them is work. Most of them, 
| visualise, would like at least an assured income every working day of the year. 
Once a family has this assured income it can start thinking of other ways of bettering 
itself. Only then will bank loans for asset building and self-employment become 
relevant. 


Society's responsibility therefore should be to provide a minimum level of income 
through guaranteed employment. The state should tell the rural poor that it will 
give employment to any able-bodied man and woman willing to work, and the 
wages earned will equal the minimum legal wages for the zone, provided the 
output equals in quantity and quality a specified minimum. If this is done the 
poor will come on their own, you will not have to identify them. 
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Agricultural Growth and Policies 


and Its Impact on Rural Employment 
(Talk given at NIRD, Hyderabad, February 22, 1987) 


Dr. K. Subbarao 


The organisers have asked me to specifically answer this question: Why is it 
that Indian agricultural policies have not had a perceptible impact on the welfare 
of agricultural labour households. | shall try to be as brief as possible. | want 
you to react to what | am saying, because it is not necessary one should agree 
to what | am saying. If some of you want to introduce qualifications to the thesis 
| am going to develop, please feel free to do so. Also since most of us are professors, 
we are in a habit of talking, so please feel free to stop me whenever you feel 
you have had enough of it. First, conceptually it seems to me, the question is 
how can agricultural growth help agricultural labour. If agricultural growth creates 
enough demand for labour, obviously one should expect, once the demand for 
labour goes up, the wage rates prevailing in the market, given the supply, should 
increase, along with an incremental rise in labour absorption. These two together 
should increase the incomes of the agricultural labour households. 


This is one well-known way in which agricultural growth can help to augment 
the income of the agricultural labour households. 


The second, which goes along with the first, is the following: in regions where 
agricultural growth in general and production of food grains, in particular, go 
up relative to the demand for the growth, one should expect the price of the 
foodgrains to go down. And once this happens, given the fact that food is one 
of the important items in the consumption basket of the rural poor, one should 
expect the real incomes of the people who are absorbed by the process of 
agricultural growth,also to improve. So this is a twin process: 


a. You have increasing labour absorption, leading to higher wages and money 
incomes; 


b. Food prices keep declining, so that the income keep going up. 


The question is, has this happened in the real Indian context? Theoretically, 
conceptually, this is what one would have really expected to happen. It Is in 
this context that | would like to briefly, very briefly. because already a lot of ground 
has been covered in the last talk, review the process of agricultural growth we 
have had particularly since the mid-60s. | have selected this period because the 


mid-60s as you all know is associated with the start of the so called Green Revolution. 
It will be interesting to see what sort of an agricultural growth we have had, and 
why it is that the above two expectations have not been fulfilled. 


There are three or four outstanding features of our agricultural growth since 
the mid-60s. The first is that we have had tremendous increase in agricultural 
production. We must admit this, as the previous speaker Dr. Rath has already 
said, food production has increased remarkably. However, the incremental increase 
in food output has basically occurred in four or five states. In fact, if you make 
a district-wise analysis, 55 to 60 districts out of the 365 districts in the country 
account for almost 70% of the incremental growth in output. In other words there 
has been an unprecedented regional concentration of output. This in itself is not 
a bad thing. After all, this has happened because as you all know, these districts 
happen to have good irrigational facilities and are well endowed in others ways 
too. And it was argued that if high yielding varieties of hybrid seeds, along with 
its package of technology, were made available to the well endowed districts, 
keeping in mind the objective being increased output, the response was bound 
to be very positive. On efficiency grounds it was argued that this was the right 
policy to pursue and it was adopted. But what | would like you to see is the 
consequence of this kind of policy. The consequence of this policy is that the 
incremental output which has occurred in the country has been restricted to only 
55 to 60 districts out of 365 districts, that we have. Now these districts where 
growth has occurred, are those whose average income have been much higher 
than those of the remaining districts. In other words, poverty in this country is 
also highly regionally concentrated. It is not a phenomenon prevailing throughout 
this country. We do have poverty households in Punjab, but we know that the 
proportion as well as the dimensions of poverty there are different. In Punjab 
a person might say he is poor if he does not have a bicycle. Thus there are 
differences in the implications of poverty. Absolute poverty is deprivation of food, 
clothing, and shelter and we know that pockets of absolute poverty are highly 
regionally concentrated. 


In these poverty pockets, the growth has not been at all satisfactory. To the 
extent agriculture happens to be the mainstay of the massive poverty population, 
particularly agriculture labour, what has happened in the agriculturally backward 
regions is, the demand for agricultural labour has not risen to the same extent 
as it has risen in the advanced states. But the supply of labour force has risen 
sharply owing to the higher rate of population growth. Since the demand has 
not risen but the supply has, the wages have remained relatively depressed in 
comparison with the advanced regions. The wage levels have not increased, wage 
employment has not significantly increased, but at the same time, since food output 
growth has not been satisfactory, relative to the rise in the population induced 


demand for food grains, food prices have risen Sharply cutting into the real incomes 
of poor households. 


So what you have is a substantial increase in the price of food grains in these 
regions, in Combination with depressed wages and depressed employment, all 
contributing to low real incomes of rural labour households. These are all 
documented facts. | am developing an argument based on facts. In contrast what 
is happening in the other regions, where things are not as bad, namely the 
prosperous advanced regions: there as you all know money wages have shot 
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up, as in Punjab and Haryana. There is no need of any minimum wages act, 
because wages are already higher than the minimum specified under the Minimum 
Wage Act. This in fact has led to migration of labour from the poverty regions 
of Bihar etc, into these pockets. But unfortunately even in these advanced regions, 
the absorption of labour has not been commensurate with the rise in the output 
that has occurred in these regions. Why is it that labour absorption has not taken 
place to the same extent as one would have expected in regions like Punjab, 
etc? in all the advanced regions with rising wages, the surplus growing producers 
have tended to substitute capital for labour. Now, available evidence from the 
Punjab-Haryana belt and some parts of coastal Andhra, clearly shows that the 
capital intensity of agricultural production has substantially increased in these 
pockets. | would argue that this process has been partly aided by government 
policy with respect to technology. | have very strong views on this. You know 
that several studies have shown the labour displacement effects of tractors, and 
more importantly of the harvester combine. One of the studies concerning the 
harvester combines of Punjab, had shown clearly that each harvester combine 
displaces 8 man-days of labour per day. Yet no efforts have been made to ban 
their use. In fact, our technology has never been conducive to the policy of increasing 
the employment of labour. On the contrary, we have heavily subsidised capital 
use and encouraged labour displacing technology. For instance, | don’t know 
how many of you are aware that the manufacturers of tractors are subsidised 
by the government in terms of interest rates, pricing etc. Clearly our technology 
policy is in contradiction with our objective of poverty alleviation and augmenting 
labour employment. Given this scenario of under-pricing the capital, and over-use 
of capital intensive technology, one can notice that the average costs of production 
are on the decline in the advanced pockets, which is understandable. For the 
farmer the cost may be lower because he is substituting increasing capital for 
labour, he is economising on labour, but the costs are not low for the society 
because somebody else is paying in the system. Capital is subsidised, and that 
subsidy is the social cost for increasing production while simultaneously reducing 
labour use. 


There is also another interesting phenomenon, because of the increase in 
production in these pockets relative to stable demand, market prices began to 
decline in most of the regions. You know the price of wheat today in Punjab 
is 30 to 35% lower than the price in Bihar. Similarly the price of paddy is 38% 
lower when compared with West Bengal, or any other districts, so the prices 
are depressed in these regions. Once again there is a hue and cry that the prices 
are falling, so the government must intervene to protect the prices from falling, 
by: creating a support price in the market. Consequently, the producers in the 
surplus growing regions are not only protected by the government which is following 
a particular technology policy that favours them but they are also protected by 
the support price which protects their incomes at government cost. This has enabied 
these producers to continue to sell their produce even though the social costs 
of production may have been much lower. These policies which the government 
is following may not be designed to help a particular region, or a particular type 
of farmer, and may no doubt have a national perspective in mind. But in practice 
they typically help some regions and some classes of people in society. Price 
policy is one such instrument. In backward regions what is happening is, the 
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free market prices are very high, incomes are not going up, and employment 
is not rising, because agricultural growth has not been stimulated in these pockets. 
This has resulted in low labour wages, and because of that the surplus growing 
producers have not had to mechanise. In addition they have not had to bother 
much about the support prices either because the ruling market prices have been 
equally favourable, and they have continued to sell their output in the market 
at remunerative prices. We have a scenario of the policy framework, which wittingly 
or unwittingly, designed or not designed, has a built-in tendency, to protect the 
surplus growing producers everywhere in the country. They are protected by 
the market forces in the backward regions. Those who are left out in the cold 
are the rural poor especially in the backward regions. You know that 70% of Indian 
poverty typically happens to be concentrated in 7 backward states. And of this 
70%, 80% happen to be agricultural labour households. 


Now you have a regional concentration problem, a technology problem and 
a problem of asymmetry of cost and prices, a regional asymmetry between cost, 
wages and prices across the country. Then there is a fourth dimension, which 
unfortunately has not been discussed in the literature but which | think is also 
equally important. Namely the question of ecology. What has this growth process 
done to ecology? Some of my colleagues in the Institute are working on this. 
The ecological consequences of high yielding varieties are only being understood 
more clearly now. They were not understood at the time the technology was 
introduced. | think Dr. Rath has already made a mention of the fodder problem. 
Fodder is very important to the poor man, his animals are fed on fodder, and 
if you grow high breed jawar instead of local jawar, you get much less fodder. 
The jawar production may go up, but the available animal feed will go down, 
and | have some evidence to show that in the backward pockets, the increase 
in the fodder prices has been much higher than the increase in the jawar prices. 
This is an extraordinary situation. You have some households, who have nothing 
except a couple of milch animals, when the fodder prices rise beyond their means 
they are forced to sell their animals and join the ranks of agricultural labourers. 
This is an example of how the technology we have adopted hurts a particutar 
Class of people. There are also other ecological problems which have been 
documented: there has been a consistent decline in the area under forestry. Prof. 
Rath has already mentioned the P.M’s visit to Orissa. The population that was 
interviewed by the P.M. was typically tribal, and anybody familiar with the situation 
in Orissa knows that most of the tribals’ only livelihood come from the forest. 
They are being increasing orced out of their livelihood because the forests are 
being purchased by privat. ¢apitalists. This is a consequence of the overall policy 
which favours a particular class of people, so you have regional problems, 
technology problems, price and ecology problems, all combining together to have 
a cumulative impact on the rural poor which is most undesirable. It is against 
this frightening background that we should think of interventions of some kind. 


It is in this context that | would like to look at IRDP and EGS. It seems to 
me that unless the process of development itself generates a demand for labour 
the conditions of labour households may not improve even if you have an EGS. 
This IS my perspective — why? One must remember that EGS is not a costless 
operation. It has a cost attached to it. Once you have EGS you must re-orient 
your entire development process such that you create assets, you develop 
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infrastructure, and you also develop the entire paraphernalia for agricultural 
transformation in the backward regions. | take this position because | think agriculture 
is still a major source of livelihood and a major source of employment, even in 
the backward regions. While one should do everything possible to diversify our 
economy, by bringing in non-agricultural activities, one must remember that the 
triggering of the growth process, can come from agriculture alone. | have a feeling 
that unless we make a gradual shift from this regionally concentrated growth strategy, 
to a more diffused growth strategy we will never be able to tackle poverty. | 
think this is the right time for us to do so, why do | say it is the right time? 
Because this concentrated strategy has already yielded its results. We have larger 
amount of food grains available, which the poor people find difficult to buy because 
the price is too high, and their purchasing power has not developed commensurately. 
This has resulted in a substantial amount of surplus grain in the kitty. Even if 
this regionally diffused growth process results in a slightly lower growth rate, or 
in a slightly reduced food production, this country will be able to afford it because 
we have substantial amount of food grains in the pocket. Therefore, | think this 
is the appropriate time to shift the balance of the growth process in favour of 
labour, in favour of backward regions, in favour of the poorer households. And 
unless this developmental process shifts, any amount of IRDP or any amount 
of your direct attacks On poverty, may not really yield the desired results. 


| would like to mention a fifth point before | go back to what should be done 
to reverse this process. The people who are concerned with nutrition and nutritional 
impact of the ‘‘Green Revolution’, are also concerned that the increase in wheat 
output has resulted in a decline in the production of pulses and protein rich crops 
and their prices have consequently shot up. The poor households are unable 
to purchase their only source of protein. Therefore, in addition to the four problems 
| have narrated namely regional growth, technology, high prices and ecology, 
you have an added dimension of an unbalanced food basket. The total protein 
food content is likely to fall among the households, particularly the poor households. 
And this is already happening. In fact the statistics for 83-84 clearly show a sharp 
decline in the pulses consumption among the poor households in the backward 
eastern zone. This | think is a very serious matter because that is the only source 
of proteins for the poor. So given this scenario we should lock at alternatives 
that are available to us. It is here that | have a slight difference with Narinder. 
| am firmly of the view that EGS can and should be pursued only and only ff, 
one is willing to work for appropriate changes in the developmental strategy at 
the macro-level. If you are unable to make changes in the developmental strategy 
at the macro-level, EGS will only be a temporary palliative for 4 or 5 years until 
you reach the resource crunch, and once you reach the resource crunch, you 
will have to withdraw the scheme. In fact, resource crunch has come for the 
public distribution system in Aandhra Pradesh already. You know that it is costing 
the exchequer heavily. One reason why it is costing the exchequer so heavily 
is the thoughtless manner in which it is being implemented. Nearly 85% of the 
population in the rural areas are covered by the public distribution system. Surely 
all the 85% are not the poor. We know that the absolute poverty population in 
Andhra Pradesh is about 40% or so. If it had been targeted much more sharply 
to cover only this 40% the total costs of the public distribution system would 
have been much lower, and you would have had a cost efficient distribution system. 
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| fear that we will end up with more or less a similar situation with respect to 
EGS. Unless you in the process generate assets and infrastructure etc, which 
give a momentum to transform your agriculture and also diversify-your economy, 
EGS will have to come to a stop, so far | have not seen any sign of any change 
in the strategy of development and | think it is difficult to bring about this change. 
| wish | were wrong. | think one should sit down and reflect. Why is the change 
to a regionally diffused strategy difficult to bring about? It is difficult for two reasons. 


It is difficult because this calls for an enormous amount of public investment, 
not private investment. As you know in the eastern poverty belt most of the land 
holdings are extremely fragmented. Any policy for supplying water would invariably 
involve bringing together 4 or 5 families under a public tube-well or bore-well 
which cannot be afforded by any single marginal farmer. Therefore, there is an 
increasing need for public investment, public orientation towards building 
infrastructure. As Dr. Rath said the lack of infrastructure, lack of irrigation, lack 
of communication and water management are some of the causes for backwardness. 
of the poor regions. | would say in the eastern belt it is basically a combination 
of all four. The infrastructure, flood control, drainage and water salinity are all 
interrelated and require massive investments by the government. Tq make 
investments you need resources. How would the government raise the resources? 
The government must raise the resources from regions and classes which are 
enjoying the fruits of development. It would be absolutely atrocious if we begin 
raising resources out of backward regions and from the poor households. If you 
do that you will be worsening the situation. This whole process of raising resources 
is becoming extremely difficult because of the resistance of the people who have 
benefited from the fruits of the growth. Consider any Green Revolution pocket, 
there is an extreme resistance to paying electricity or water rates. Take any input 
-fertiliser, pPOwer, or any other associated inputs - each one of them involves a 
social cost because each one is subsidised. We have a situation where government 
subsidy for one single input namely fertiliser has gone up from Rs.600 to Rs.1800 
crores per year. This is the total amount of subsidy annually given in one single 
input, and 2/3 of the fertilisers go approximately to 1/4 of the cultivated area. 
So is the case with the other inputs. 


Now don't we have alternatives? People ask me, if we reduce the subsidy 
won't agricultural production decline? | would argue, well you reduce it gradually. 
By reducing it gradually you may save, let us say Rs.500 crores per year. Suppose 
| invest this 500 crores in flood control in Bihar, or desalinity elsewhere, won't 
agricultural production speed up in these regions. This is exactly the kind of argument 
that Prof. Dandekar made in the regional disparities study in Maharashtra. If you 
want the backward regions and particularly the labour of these regions to benefit 
one has to physically reallocate resources from the prosperous to the backward 
regions. How else can you raise the resources? To me it seems a very difficult 
proposition to do so, because any tinkering with any amount of subsidy which 


is already being enjoyed by the prosperous regions, will be objected to and will 
be resisted. That is the stumbling block. 


There is also a second reason why | think it is difficult, and that is we have 
not been spending enough money to develop a technology which is suitable 
for the dry regions. In fact as you know poverty in this country is heavily concentrated 
in dry regions. We have really not paid any attention to developing a viable cost 
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reducing technology for dry farming. Even for wheat and rice | can say we did 
not develop it, someone else developed it, we only transplanted it. So we have 
not been paying any attention to the crops ‘which are being consumed by our 
poor households. Since in these regions development of irrigation is difficult, because 
ground water resources are very limited, we are forced to depend on rainfall 
even in scanty rainfall regions. We need to develop a seed variety which is quick 
growing under uncertain rainfall and low soil moisture. We have not been able 
to do that. So we have failed on the technology front. 


We have also failed on the government policies, and now we are talking about 
direct attacks on poverty because the developmental process itself has not generated 
adequate employment and adequate incomes for the poor. To me conceptually, 
it is imperative for the success of a programme of poverty alleviation to be built 
within the framework of the developmental process. | would like to get your reaction. 
My proposition is you really have to change the developmental process or at 
least modify the developmental process. We will have to implement a technology 
policy which won't allow the use of such machinery which has definite labour 
displacement effect. We need to introduce a demand generating process, so that 
wages of farm labour go up. It seems to me that it is difficult to sustain a process 
of statutorily fixed high wages if it is not dictated by the market. If the same 
rise in wages comes not by legislation, but by the market process, there is a 
greater chance of it sustaining itself over time. It can come through the market 
process only if you can generate additional demand for labour. You can generate 
additional demand for labour only if you are ready and willing both politically 
and administratively to shift the prevailing developmental strategy, away from a 
small but viable spectrum of surplus-growing farmers and regions, towards lagging 
regions, marginal farmers, and landless labour. Anti-poverty initiatives should be 
combined with such a modified development strategy for achieving lasting, tangible 
results in terms of poverty alleviation. 
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History of E.G.S. in Maharashtra 


(Talk given at NIRD, Hyderabad, February 22, 1986) 


Dr. Kumudini Dandekar 


During the decade of 61-70 the agricultural growth in Maharashtra was something 
like 0.07% per annum, while the population was growing at the rate of 2.7%. 
Consequently the condition of the agricultural labourers deteriorated. One has 
to remember that from the very beginning of the plan, there has been an attempt 
to improve the conditions of poor peasants dependent on agriculture. For instance, 
the tenancy act, land reforms, community development programmes, etc. Inspite 
of that in Maharashtra their situation deteriorated, and hence there was no go 
but to launch some programme which would improve the condition of the poorest 
of the agriculture dependent groups, the agricultural labourers. In the early 70s 
i.e., 71 and 72, discussions were going on, on the need to launch a scheme 
which would guarantee employment to all unskilled rural labourers above 18 years 
of age. Unfortunately during 72 to 74, severe drought and famine: occurred in 
Maharashtra and the government had to take up relief works, the idea of starting 
employment guarantee works had to be postponed. Now some of you may say 
how does it matter whether it was famine relief works or employment guarantee 
works, work is work. But there is a great difference between the two. In the 
employment guarantee work, the payment is on the basis of the quantity and 
quality of daily work output and one has to put in at least 7 hours of work to 
earn a decent wage. In addition the work has to be productive. Whereas in famine 
relief works, there is more a guarantee of income rather than of productive work. 
Famine relief works continued upto 1974, and in a few instances even after that 
by sheer force of acquired habit, even though famine conditions ended in 1974. 
Apart from these works Pilot Intensive Rural Employment Programme (PIREP) 
was implemented in selected blocks of 15 states from 1972 to 1975, and 180 
lakhs man-days of work were generated under this programme. This programme 
failed. One of the reasons was that they started the programme with an employment 
survey. Now you know that in many of these surveys when you ask a hypothetical 
question, you get a hypothetical answer. Because if you are unemployed or 
underemployed and you are asked a question whether you are unemployed, but 
there is no job offer attached to the question, then you will most probably deny 
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being unemployed. So even as an unemployment survey PIREP was not a SUCCeSS. 
But there were many lessons learned from both famine relief and PIREP works. 


By then those who were promoting employment guarantee were convinced 
of two or three things: 
1. Only productive works should be undertaken, 
2. Wages should be linked to quality and quantity of daily output, and 


3. The programme should not only have continuity but should cover the 
entire State. 


Very fortunately in 1974 in the State of Maharashtra all the parties agreed that 
there should be some guarantee of work given, and so in 1974, employment 
guarantee scheme was started. In 1977 the scheme was made into an act, and 
in 1979 it got a statutory status. For the first time in the history of this country 
guarantee of work was given to an unskilled adult worker in the rural area. Any 
adult could come and ask for work from the government, and the government 
had to give him or her work within the district, if no work was available within 
the taluk in which the person lived. Naturally when there is such an offer, problems 
arise: the extent of employment to be generated was one. Fortunately in 1970-71 
the National Sample Survey of 25th round had given the estimates of 
unemployment/underemployment, and it had shown that in the State of Maharashtra 
there were 14 crores of man-days of unemployment and if these were generated 
the demands of unemployed/underemployed unskilled rural workers would be 
satisfied. But | must mention here that this 14 crores man-days of employment 
projected as needed, was the lower limit, surveys conducted to generate such 
statistics never arrive at the actual figures, there always remains undisclosed or 
disguised unemployment/underemployment which they invariably fail to include 
in their total. The upper limit was about 4 times that figure. We calculated it making 
some assumptions. In 1961 there were 6.9 million depending upon agricultural 
labour, assuming that all the way upto middle 70s the absorption of labour by 
agriculture remained unchanged, then the addition of the labour force through 
population growth would have to be catered to by EGS, and that would give 
us the upper limit of the man-days of employment to be generated. Assuming 
that for each additional labourer, 270 man-days of employment would be 
needed/year we came up with an upper limit of 50 crores of man-days. Obviously 
the actual figure lay somewhere between 14 and 50 million man-days, because 
a not insignificant number of labourers would have been absorbed by additional 
labour generated by increased irrigation and technological changes. Still, whatever 
may have been the actual surplus labour, as it could not be transferred to industry, 
alternate public works had to be created in the rural areas to absorb it, and 
so EGS was launched. 


The works that were taken up under EGS were of 6 or 7 kinds. It was decided 
that if any major irrigation work was being implemented in an area under plan 
activities then no EGS works would be undertaken within a radius of 16 kms, 
except for canal excavation. This was done to avoid competition for labour between 
the two. Under minor irrigation schemes, percolation tanks and stream bunding 
were undertaken. Soil conservation was undertaken along with afforestation. Road 
construction was added later to the list of works, though it was given lower priority. 
The landowners started to complain of labour shortage because of EGS works. 
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But as EGS offered equivalent to minimum wages according to the lowest zone 
(there were at that time 6 zones) and that was Rs. 3 per day for a specified 
quantity of work done in 7 hours, the landowners were informed that as long 
as they offered more than this in daily wages they would have no trouble in 
getting labour. But as men and women were getting equal wages under EGS, 
women were more attracted to EGS, and this was resented by the landowners. 
EGS expanded so rapidly aiter EGA was legislated, that in 1979/80 nearly 20 
crores man-days of employment were generated in one year. 


In order to meet the rising cost of EGS funds had to be raised, and these 
came from taxation of the better-off people such as businessmen, professionals, 
government employees, etc. Many other forms of taxation were also introduced 
to transfer funds from the better-off to the poor. By 1979/80 funds from all these 
resources totalled to Rs. 60 crores or so and the government provided Rs. 100 
crores per year, and today it is over Rs. 200 crores annually. 


Once the scheme had become established, and works were being executed 
it was felt that a method of evaluation had to be formulated in order to determine 
the efficiency of execution. But soon it was discovered that the engineer who 
was responsible for planning and preparing the necessary supporting documents 
for the works, was more involved in running around supervising numerous works. 
Consequently, the technical side of planning was neglected, this effected the 
efficiency of execution. 


Then attention was focused on productivity of works. Now it is my experience 
that many people inclusive of intellectuals, wno should have an open mind, hesitated 
to accept EGS because it had not been implemented anywhere else in the world. 
They took a negative view of EGS on the basis of cost benefit ratios of the works 
executed. They claimed that these ratios indicated that the works undertaken had 
low productivity. Now it has been found out that the cost benefit ratios of some 
of the lift irrigation schemes undertaken in Kerala were around 1:9, a very 
unfavourable ratio. Yet the schemes were executed because of the need for irrigation 
water. In road works they found the ratio to be 1:8. Now | am not an economist 
and so | do not know how to calculate the cost benefit ratio. In calculating the 
cost of EGS should one include the labour cost, and if so then what should it 
be calculated at considering that the labour was unemployed prior to the works, 
and was therefore a social loss. To my knowledge the economists have still not 
addressed themselves seriously to this aspect of calculating cost benefit ratios, 
especially in case of programmes such as EGS. It is my opinion that in many 
cases the productivity of EGS works was brought forth to downgrade the scheme. 
Because has anyone ever discussed the productiveness of teachers, lawyers, 
doctors, businessmen and questioned the social cost of their services? No! But 
as soon as we take an unemployed labourer and give him employment for Rs. 
5 per day, we start questioning the productiveness of his work. | think this Is 
a problem we should look at more seriously. | do not mean to imply that we 
should continue undertaking socially unproductive works. What | mean is we should 
discuss the whole concept of productiveness afresh. 

| would like to touch on the money aspect of EGS next. When | was working 
at Gokhale Institute, we visited something like 60 projects. We noted the daily 
attendance inclusive of male and female workers. Then we wanted to check weekly 
reports submitted to the government in order to cross-check it against the field 
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data collected by us. But somehow we were unable to get hold of these weekly 
reports. Consequently, we were unable to determine the extent of leakages, if 
any. But | have read reports of major leakages in EGS works. 

We were also interested in determining whether the workers were satisfied with 
EGS; if not, why not. We found that they were very happy. They said that they 
had in their lifetime never come across an opportunity like this which gave them 
assured employment within 5 miles of their village. They were particularly happy 
with the part payment in grain. They were very keen that this scheme continue 
indefinitely. Initially there was a tendency for menfolk to stay away from EGS 
works, because they were under the impression that it was a dole. They sent 
their women. But this corrected itself over a period of time. Our data indicated 
that nearly 42% of the EGS workers were landless labourers. Another 40% workers 
owned from O to 5 acres of land. It was felt that these workers would, because 
of EGS, neglect doing agriculture on their own land, and this would effect the 
production level of the area. To this we suggested that real small owners could 
be allowed to cultivate their lands under EGS. Our suggestion has not been accepted 
to date, and no solution has been found to this problem yet. 


Some people have raised a point that a few evaluations done on EGS works 
have revealed that a not insignificant percent of workers were from landed classes. 
This meant that again a programme intended for the poor agricultural labourers 
was being grabbed by the better-off. It is true that a few studies, inclusive of 
the PEO report, have brought to light that a large percentage of the workers 
were found to be from the better-off classes. | consider this as an expression 
of the ‘‘spill-over effect’’ which is there in every programme. But you can’t hold 
back a good programme because some ineligibles take advantage of it. And 
to me the fact that they are willing to work for wages shows they are not that 
well-off, even if they own bigger pieces of land. | would not worry over this point. 


An important finding of the studies was that the income levels of the poor families 
who were participating in the EGS works had gone up by 25%, after making 
necessary adjustments. Maybe this helps explain why some of the landowning 
families were also attracted to the EGS works. | am not trying to make EGS into 
a big success story, it has strengths and weaknesses, but what | am trying to 
establish is that all reports published concede one central point, and that is EGS 
has not only managed to help the poor landless families, but more important 
they are very satisfied with it. Our survey also revealed that there was no necessary 
correlation between number of schedule tribe families, schedule caste families 
and landless labourers and the level of expenditure under EGS in the district. 
The better-off and the organised districts quite naturally have tried to grab as 
much of EGS funds as they could get. Whereas the backward districts, who were 


less organised to utilise EGS funds, couldn't procure adequate funds even though 
their needs were greater. 


Many other questions have risen in light of the EGS experience in Maharashtra: 


a Is it necessary that we provide employment within 5 to 8 kms from the 
village, what if there is no work available that close, what then? 


2. Should only small works be taken up under EGS, and what about big 
works which can generate more employment and can be supervised easily? 
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3. Why should socially valuable activities such as keeping villages clean, 
beautification of a village, not be included in EGS works list? Improving 
hygiene in a village, improving the terrain, improving the landscape of 
the village are all important social inputs for they can change the quality 
of rural life. Why should they not be undertaken under EGS? 


These points can be brought forward for discussion by you all in your respective 
sub-groups. Before | end | would very much like to emphasise that whatever 
shortcomings EGS has must be overcome, for, the possible benefits of EGS to 
the rural poor are nearly unlimited. 
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E.G.S. in Maharashtra 


(Talk given at NIRD, Hyderabad, February 23, 1987) 


Mr. Datta Deshmukh 


Upto 1960 the Marathwada region was part of Hyderabad. In the year 1952 
elections took place, PDF (People’s Democratic Front) was formed in Marathwada, 
and it had a very substantial representation in the Hyderabad assembly. At that 
time, B.D. Deshpande, who expired recently, was the leader of the Communist 
groups from Marathwada area. We were at that time part of peasants and workers 
party, and we participated in the elections. Some 16 members of our party were 
elected MLAs and | had come over during that period to participate in the discussions 
on how our party MLAs should participate in the legislative assembly. Hyderabad 
has grown tremendously since then, similar growth has taken place in other towns 
and small cities, and in the rural areas of our country. 


In 1947 when we became independent our rural society was not so divided 
as it is now, it was more or less socially and economically homogenous. Landlordism 
was there, but the disparities in incomes and consumption levels of agricultural 
labourers and small peasants on the one hand, the bigger peasants and landlords 
on the other hand, though present were not so glaring. But in the last 38 years 
a new class, the rich peasants, who cultivate their lands on capitalist line, and 
are totally profit oriented and are consequently very exploitative, have not only 
established and consolidated their domination of the rural economy, they have 
in addition come to exercise tremendous political power at both State and National 
level. The rise of this class is mostly responsible for the glaring disparities which 
exist in the villages today. 


Our country has progressed tremendously since becoming independent. In the 
industrial sector we now produce most of the basic commodities, in the agricultural 
sector we have become self-sufficient in food production. Upto 1978-79 we were 
importing food, but on account of the Green Revolution which took place in the 
latter part of the 60s our food production increased significantly. It should be 
mentioned that this increase in production has not been uniform throughout the 
country, it has been restricted to limited pockets. Agricultural growth can be achieved 
through: 


1. increase in area cropped, 
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2. increase in irrigation which doubles or trebles the output of land, and 
3. increase in land production through technological innovations. 


Upto 1966 agricultural growth was substantial because of (1) and (2), there 
was very little technological innovation during that period. From 1966 technological 
inputs increased and the results became apparent only after 1970. In the seventies 
and eighties agricultural growth has been maintained by increased irrigation and 
technology. 

In the decade between 1960 and 1970 there was 60% growth in industry, 
mining, construction, and services. The growth in agriculture was lower. Maharashtra 
during the same decade recorded higher than national growth rate in industrial 
and tertiary sectors, nearly 80% compared with the national figure of 60%. But 
in the agricultural sector Maharashtra’s growth rate was lower than the national 
rate and this trend has continued into the eighties. The result is that whereas 
the GNP contribution of agriculture in 1950 was 50% for both the nation and 
for Maharashtra, in 1985-86 this has dropped to 37% for the nation and 25% 
for Maharashtra. 


The population depending on agriculture and related activities has decreased 
significantly at national and Maharashtra levels, for the former it is 75% and for 
the latter 65%. Which means, today at the national level 75% of the people receive 
37% of the national product, whereas for the State of Maharashtra 65% of the 
people receive less than 25% of the state produce. And this is shared between 
the landlords, rich peasants, small peasants, agricultural labourersand the artisans. 
The smallest share obviously goes to the agricultural labourers. These figures 
indicate that the situation of the rural people in Maharashtra today is worse than 
that of the rural people at the national level. This has severe socio-economic and 
political implications. 


In Maharashtra as in the country approximately 1/3 area has low rainfall, and 
about 1/3 area has high rainfall and is well irrigated. The low rainfall area is drought 
prone. In the last 30 years of the 19th century this area suffered from frequent 
severe droughts and the situation of the poor peasantry was so precarious that 
they rioted. The sowkars and the money lenders were the focus of the rioting, 
tenants refused to pay their share cropping dues and small owners burned 
documents of loans taken from money lenders. Lok Bal Gangadhar Tilak’s political 
work gave expression to the situation of the poor peasantry. The severity of the 
situation forced the British to take note of it and they appointed two superintendent 
engineers, Arthur Hill and Bill, to identify drought prone areas and prepare plans 
for diverting surplus water from high rainfall areas to the rain deficit areas. They 
prepared projects to create storage facilities in high rainfall areas, and water transfer 
canals to low rainfall areas. But the British restricted their efforts to the creation 
of inexpensive facilities such as building of diversion weirs at the mouths of rivers 
and the excavation of distribution canals. Nagarjunsagar is one of the most 
economical projects, but even than the cost must have come to around Rs. 1,000 
per proposed acre to be irrigated. All the Projects proposed by Mr. Hill were 
Started before the First World War and completed in the 30s. The farmers were 
not used to taking water, specially on payment basis, their natural reluctance 
was combined with the disinclination to invest in agriculture during that period 
because of the world-wide depression which had dropped agricultural prices. So 
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though these facilities had been created to supply water to drought prone areas, 
because the ryots of those areas were unwilling to accept the water, the Government 
appointed a commission to recommend an alternative utilisation plan for the water. 
The commission suggested that sugar factories be established in the command 
areas, land be procured and given to the factories, and the water be supplied 
to irrigate these lands. Sugar factories were set up, and capitalist farming was 
supported. 


After independence Maharashtra appointed a commission under Bharve, an 
ICS officer who later joined politics and became a Finance Minister in the Central 
Government, and they made a study of the irrigational potential of the State. Where 
the British had concluded that not more than 10% of the cultivable lands in the 
state could be irrigated with fullest utilisation of all available water sources, the 
Bharve Commission prepared a master plan for the irrigation of 25% of the total 
agricultural lands in Maharashtra. You may be wondering why | am giving so 
much time to discussing irrigation when | should be talking about EGS, and what 
the former has to do with the latter. It is a position taken by prominent economists 
that the achievement of economic prosperity in an area and the eradication of 
unemployment/famine in that area go hand in hand. It is my contention therefore, 
that you cannot isolate EGS and irrigation from each other. EGS cannot be adopted 
only for giving relief to the rural labourers. It must simultaneously develop the 
rural economy if it is to benefit the rural labourers permanently. And this can 
only happen if irrigation facilities are created to utilise all available surplus water, 
all other techniques are of less use. Dry land farming technology has been 
propagated by the Government of India, but it has not shown itself to be capable 
of producing any significant impact of the underemployment existing in low rainfall 
areas. Only in irrigated areas can there exist the possibility of full employment. 
Punjab imports labour from Bihar and Eastern U.P. because Punjab has 80% 
irrigation. In that state because of a favourable ratio between demand and supply 
of labour, the daily wages of agricultural labour is higher than the national average 
of minimum wages of rural unskilled labour. Upto the 70s Punjab used to be 
the third state in per capita income, now it has the highest per capita income 
in the country. It has surpassed both Maharashtra and West Bengal. Punjab is 
not industrially as advanced as these two states, its achievement is on account 
of its high agricultural production and productivity. 


To increase agricultural production and productivity, increase in irrigated areas 
is essential, of secondary importance are technological innovations. Unless you 
increase agricultural production and productivity you cannot continue to dole out 
funds to 70-75% of the rural population in the form of subsidies and employment 
guarantee programmes. In recognition of this we have formed an unofficial committee 
in Maharashtra, the committee is campaigning for increase of irrigation facilities 
in the State. This is just not an economic problem, it is also a political problem, 
for it involves diversion of funds from other ongoing programmes. For this demand 
we are not only organising the agricultural labour, we are also seeking support 
from the industrial workers and the urban middle class. For famine is a situation 
which everyone in the state would like to overcome once and for all times. We 
are advocating that storage and irrigation facilities are not only needed in the 
low rainfall areas, they are equally necessary in the heavy rainfall areas. 
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This brings me to two questions which many participants have been asking me: 
4. How did Maharashtra decide to guarantee employment to all unskilled 
rural workers, and, 
2 How is it that the rich peasants and the upper rural strata did not, and 
do not oppose this. | 
Well | think both questions are linked. My whole purpose in explaining 
Maharashtra’s rural economy, which | have been doing during the last hour, has 
been to make you understand why Maharashtra legislated the Employment 
Guarantee Act. It was a combination of three factors: 


1. enlightened leadership, 


2. deteriorating rural economy, 
3. unprecedented severe drought for two consecutive years — 72 to 74. 


The leadership did not promote EGS as an isolated programme for the benefit 
of the agricultural labourers only. It projected EGS as part of the larger government 
effort to build rural,productive and social assets, which would benefit all but maybe 
10% of the rural families, and eradicate famine. The 10% who were not to benefit 
were the sugar barons, a powerful class who have in the last five years changed 
five Chief Ministers. But because they were isolated there was not much damage 
they could do. Under the committee name Nirmulamanda, which means famine 
eradication organisation, and which was headed by Dr. Dandekar, we approached 
the urban working class for funds. We explained to them that we wanted to bring 
irrigation to the lands of the poor peasants, and we wanted to give them political 
education. The workers donated one day wages, and this was matched by their 
management and their unions. We collected nearly Rs. 11 lakhs. We were successful 
because of our broad based approach, one with which the majority of the people 
could identify, whether in rural or urban areas. 

| must emphasise that EGS is not only for giving employment to the rural 
unemployed, it is also aimed at creating productive assets and eradicating famine 
and poverty. Consequently, it elicits a wide support. But inspite of that we are 
at the present facing a problem — financial constraints. Upto end December 1985, 
Rs. 185 crores had been expended from the 1985-86 EGS funds because of 
prevailing drought conditions. Another Rs. 45 crores will be required for the 
remaining three months January, February and March of the financial year. From 
where to get these funds? The government in its Nagpur session agreed to provide 
an additional Rs. 40 crores. It is anticipated that the EGS expenditure for this 
year will reach a new high of Rs. 230-240 crores. This will give employment to 
nearly 7 lakh workers. Against this our demand is that the Government provide 
employment to 11 lakh rural unskilled labourers. | was asked a question yesterday, 
did we intend to have EGS continue forever? This question is very relevant in 
the light of increasing demands being made on it, which results in increasing 
quantity of funds required to service these new levels of demands. Well, our objective 
is not that. Our objective is political. We want EGS to build the political consciousness 
of the toiling masses to enable them to shape socio-economic policies to serve 
their interests. The resulting policy changes will enable these masses to stand 
on their own feet by being active participants in the economy. This is our primary 
goal, and it should be so because after all it is human labour which creates all 
social wealth, what nature does is provide resources. 
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In order to implement EGS works properly we have been organising the 
agricultural labourers, for wherever they are organised they compel state agencies 
to start works without inordinate time lags, then ensure the recording of correct 
measurements, then verify soil types, and insist on actual payments. Already we 
have organised labour in a few taluks of Ahmednagar, Pune, and Jhule districts. 
Our work among the EGS workers has educated us in the varying situations and 
needs of the agricultural labourers from area to area. We have also come to 
realise that we cannot just isolate the agricultural workers and work for them. 
We have to also think of other groups who are impoverished by the system. 
Lal Nishan, Dr. Mrs. Dandekar and others have also been organising families 
displaced by irrigation projects. We now have Acts in Maharashtra which makes 
it mandatory on the part of the Government to rehabilitate families displaced not 
only by irrigation projects, but by any Government project: railway, aerodrome, 
MIDC, etc. Only Maharashtra has legislated such acts. 


My contention is that you people in Andhra should also view EGS in a wider 
perspective and expand your work to cover more aspects of socio-economic 
problems than rural unemployment. In addition EGS should not just be looked 
upon as an economic programme, its political implication should be grasped and 
appreciated. In a democracy the Government cannot turn a blind eye to the suffering 
of the masses. In order to survive politically the Government has to concede 
concessions. EGS is the extraction. of a concession. By knowing the concrete 
reality of the toiling masses, and through understanding the political situation of 
our democratically elected Government we can develop tactics to get more 
concessions at times even political. This will assist in building the power and 
organisation of the masses, which should be our objective. 


We wish that EGS spreads to all the states in the country for two reasons: 


1. EGS would apart from giving employment to the unskilled rural workers, 
help create productive and social assets which can change the rural 
environment significantly; and 


2. When people are unemployed in rural areas they migrate to cities in search 
of employment. There they become a part of slums and join the ranks 
of the unorganised labour force. They live under miserable conditions 
in the slums and continue to do so only because they have no alternative. 
In addition they overburden the limited utilities, facilities, and services 
available in the cities. The result of that is everybody suffers. If there was 
EGS in the rural areas migrant families would not come to cities looking 
for their livelihood. 
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Regional Variations in Impact of 
Anti-Poverty Programmes 


A Review of Evidence 


Dr. K. Subbarao 


Under the government's anti-poverty programmes self-employment for 
the rural poor is sought to be generated by two routes: provision of 
income-generating non-land assets under the Integrated Rural 
Development Programme (IRDP), and equipping the unemployed rural 
youth of poor households with skills, training and technology in specific 
trades under the TRYSEM programme. This paper critically examines 
three recent studies of these programmes in a comparative perspective 
with particular focus on regional differences and draws some inferences 
for policy. Part | of the paper deals with IRDP and Part II with the 
TRYSEM programme. 


The author points out the methodological weaknesses of the three studies 
and stresses the need for caution in generalising from their findings 
with respect to the impact of IRDP intervention. In particular, attention 
has been drawn to the problems involved in mechanically adopting 
the criterion of ‘‘crossing the poverty line’ for assessing the impact 
of IRDP in the short run and the usefulness of alternative criteria such 
as income mobility matrices has been illustrated. 


As for TRYSEM, the author's findings show that the success of the 
scheme depends critically on the demand for the particular services 
in which the youth receive training. This, in turn, is a function of the 
level of state/district per capita income/expenditure and the extent of 
manufacturing activity. Clearly, the scope for gainful self-employment 
. through TRYSEM in the services sector is limited in the backward regions. 


During the 1970s, a number of anti-poverty programmes were initiated. Broadly, 
self-employment for the target group rural poor is sought to be generated by 
two routes: provision of income-generating non-land assets under the Integrated 
Rural Development Programme (IRDP), and equipping the unemployed youth of 
poor households with skills, training and technology in specific trades under the 
TRYSEM programme. 
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Recently, the following three field-work-based evaluations of IRDP with an all- 
India coverage have appeared: 


1. Study of implementation of IRDP by the National Bank for Agricultural 
and Rural Development (hereinafter called the NABARD study); 


2. An Economic Assessment of Poverty Eradication and Rural Unemployment 
Alleviation Programme and their Prospects by Institute for Financial 
Management and Research (hereinafter called the IFMR study); 


3. Evaluation Report on Integrated Rural Development Programme by 
Programme Evaluation Organisation of the Planning Commission (hereinafter 
called the PEO study). 


There are a number of other case studies on IRDP by individual. scholars, but 
the above three are the most comprehensive evaluations that have appeared 
to date. In addition state-wise evaluations of TRYSEM programme are also available. 
The objective of this short note is to Critically examine these studies in a comparative 
perspective with particular focus on regional differences, and draw some inferences 
for policy. Part | deals with IRDP, and Part Il with the TRYSEM programme. 


Comparison of Main Findings 


All the three studies make certain general observations which hold good 
irrespective of the methodological deficiencies of the studies noted above. 


The studies point out that in most cases an individual was adopted as a unit 
of assistance, instead of a family as originally conceived in the programme. 


Adoption of a uniform strategy throughout the country with overemphasis on 
one or two programmes, disregarding the differences in the level of infrastructural 
development and institutional structures, and in the incidence of poverty, reduced 
the overall effectiveness of the programme. Inflexibility of the programme, 
standardisation of operations, schematic budgets, and uniform procedures for 
allocation of funds block-wise and scheme-wise, not only reduced the scope of 
local level initiative but also did not allow any consideration for regional differences. 
In addition the programme funding violated regional inequity and bore no relationship 
with the incidence of rural poverty. 


With regard to specific failings in programme implementation in different states, 
the studies highlight the following: 


a. Wrong identification of beneficiaries is one of the major failings of the 
programme. The all-lndia average of 16-20 per cent of non-poor households 
who found their way into the programme is misleading, because there 
are substantial regional differences. This proportion is as low as 7 per 
cent in Andhra Pradesh, but as high as 47 per cent in Gujarat (NABARD). 
Peo study reveals an unexpected finding: the proportion of non-poor families 
entering the programme was higher in better administered regions (32.6 
percent) than in poorly administered regions (18 per cent). Apparently, 
wrong Identification is related not so much to the efficiency of administrative 
infrastructure but to the methods adopted in identification of the poor. 
It is significant that in states where identification was done at meetings 
of gram sabhas or panchayats (and not by VIPs or other bureaucrats), 
the degree of error was relatively low. A part of the difficulty also arose 
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because of the absence of any preparatory work, and the anxiety for 
target-fulfilling. 

b. In selection of activity, all the studies point out that no consideration was 
given to differences in infrastructural support, backward and forward 
linkages, ability of beneficiaries, and compatibility of the scheme with the 
ecology of the region. Unduly large emphasis on animal husbandry 
programme affected the viability of the programme in some villages, apart 
from creating numerous other well known malpractices. 


c. Finally, the credit delivery system was unsound, and the attitudes of local 
level bank functionaries was far from satisfactory. NABARD instructions 
on loan maturities were flouted. Often bank officials financed only a single 
animal, as against two required to generate continuous income flow. Despite 
clear instructions, banks at local level insisted on additional security. 


Impact of IRDP 


The impact of such a maladministered programme with so much centralisation 
cannot but be unsatisfactory. Yet we shall argue that the impact is not as dismal 
as is made out in the three reports under examination. 


All the three studies mechanically adopted the criterion of crossing the poverty 
line as a primary index of the impact of the programme, and showed how poorly 
the programme fared in relation to this goal. Is this the right index for assessing 
the impact of the programme barely 15 to 20 months after its inception? 


Whether or not a particular household crosses the poverty line income level 
depends on: 
i. the initial income level of the household, 
ii. investment made on the household, 
iii. incremental income realised by the household, and, 


iv. sustained flow of income over a number of years, which in turn is a function 
of the level of investment and the choice of the asset, capabilities of the 
household, infrastructural support and demand (marketing) conditions for 
final output generated. 


A household with an initial income of Rs. 1,500, if assisted with two milch cows 
(Rs. 4,000 of investment) and assuming a re-investment capacity of 25% over 
net incremental income, would require six years of sustained income flow to purchase 
an additional milch cow, and eventually cross the poverty line income level. Bearing 
in mind the fact that the average milk-yielding life of an ungraded buffalo is about 
six years, it is obvious that by the time this very poor household is in a position 
to'go in for a third milch cow, the first two provided with governmental support 
would have become unproductive, with the potential danger of this household 
once again slipping down the income ladder. By contrast, a household close 
to the poverty line (say Rs. 2,500) would be in position to protect itself from a 
drop in income level by replenishing the asset and cross the poverty line permanently 
in a short period of time. 


It is too much to expect very poor households trapped in poverty for centuries 
to be lifted above poverty line in a couple of years. Therefore, the index of crossing 
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the poverty line is inappropriate for assessing the impact of IRDP intervention, 
given such differences in the initial income level and IRDP investments of selected 
households across the states. This goal is rendered even more difficult owing 
to short run shocks inflicted by weather, technology and food prices. Therefore, 
very poor households may be expected to climb the income ladder only gradually, 
even with governmental support. As such, a more reasonable index for assessing 
the impact of IRDP would be: 
a. whether the assisted families realised higher income than the unassisted 
families; 
b. whether the assisted families progressively climbed to the next higher 
income bracket from the pre-programme income bracket; and, 


c. at what cost (capital-output ratio) the above modest objectives were realised. 
Unfortunately, while the test of crossing the poverty line was adopted 
by all the three studies, the first two indices (a) and (b) above have not 
been considered. 


The two indices can be combined and examined if we are able to construct 
an income mobility matrix; such a matrix is useful only if one can reach a sufficient 
level of disaggregation. Tabulated data in NABARD and PEO studies do not enable 
one to compute such a matrix, but only for the lowest income group, because 
again tabulated data are not helpful in deriving matrices for other income groups. 


Abstracting from cost effectiveness of the programme which we will discuss 
later, the performance in terms of upward income mobility is decidedly superior 
for assisted households than for unassisted (non-beneficiary) households. 


Secondly, of the households assisted, the proportion of the households exhibiting ~ 
upward income mobility range from 60% to 100% in the five districts. If the 
households under the ‘'village crafts'’ scheme are excluded, this range is about 
70 to 100%. 


Thirdly, scheme-wise, ‘‘village crafts’ (including trade) ranks lowest in terms 
of aiding the poor families in Maharashtra, but not in the highly developed and 
infrastructurally advanced tourist district, Madurai and in the commercial centre 
of North Arcot. Clearly, the same scheme may fail in one district but succeed 
in another, depending upon the extent to which it is integrated with the potentials 
of the districts concerned. 


Minor irrigation decidedly ranks first in terms of ensuring upward income mobility. 
It is interesting that despite all criticism the animal husbandry scheme did extremely 
well in the Tamil Nadu districts, and also in two of the three districts in Maharashtra. 
Success in Madurai and North Arcot was attributed to the availability of marketing 
infrastructure and the helpful attitude of local officials in solving input supply and 
marketing problems. 


Fourthly, in practically every scheme the performance of assisted families in 
the infrastructurally advanced Madurai and North Arcot districts is decidedly better 
than in the districts of Maharashtra. Also, the assisted families fared far better 
than the unassisted in Tamil Nadu. 

We now turn to the question of cost-effectiveness of the programme. While 
the NABARD study virtually ignores this aspect of the programme, there is some 
discussion on this aspect in the IFMR and PEO studies. The PEO study examines 
incremental income flows, scheme-wise, but unfortunately does not probe into 
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whether they differ across different situations (i.e. with better or worse infrastructure, 
etc.) for the same scheme. Ratios averaged for all schemes or for all situations 
are difficult to interpret owing to observed inter-regional and inter-scheme variations 
in the income flows. The IFMR study does probe into this aspect more critically, 
but in only six districts over three states. Their all-India average in fact is misleading 
as can be seen from the following discussion on the micro studies of the six districts. 


From the IFMR study, it is possible to derive the incremental income/investment 
ratios but only for one scheme, viz. the dairy (milch cow) scheme, which incidentally 
happens to be the most widely programmed. With respect to this programme, 
it is interesting that all the three studies stress the point that only one milch cow 
was financed in almost all cases even though the instructions for lending clearly 
provided for two or more milch cows. It must be stressed that both productivity 
and number of animals are important determinants of income flows. In many regions, 
animals with high productivity were just not available. If animals of poor quality 
are supplied, the economic efficiency of the dairy unit is bound to suffer. From 
the IFMR study we have computed the incremental gross and net income flows 
over an investment of Rs. 2,000 (inclusive of subsidy) on a single milch cow of 
an average quality and capital output ratios. 


Empirically observed capital-output ratios in the two districts of Tamil Nadu and 
in Satara (Maharashtra) came close to the Planning Commission’s estimated figure 
of 1:5. In the infrastructurally weaker districts of Bijapur, Amravati and Parbhani, 
the capital-output ratios ranged between 2 and 3. Madurai's outstanding 
performance is not surprising in view of its very high level of infrastructural 
development especially related to the dairy industry. The IFMR study noted that: 
“The district is also well equipped in dairying. It has an extensive infrastructure 
like milk chilling plants (10), veterinary dispensaries (61), animal first-aid assistance 
centres (310), and also a few mobile veterinary dispensaries. A number of artificial 
insemination centres, centres for breeding good quality animals and calf rearing 
centres are also provided.” (p. 298) 


This limited survey of empirical evidence suggests that the assumed capital 
output ratio of. 1:5 may be expected to hold good only in regions where sustained 
amount of investment in infrastructure was already incurred. The assumed ratio 
of 1:5 is clearly not realistic for the backward regions. It also suggests that the 
returns to IRDP investments can be limited (thus lowering cost-efficiency) owing 
to the absence of complementary scheme-related infrastructural investments. While 
the PEO study does not relate the capital.output ratios, the finding that emerges 
robustly out of this study is that the tertiary schemes were more cost efficient 
in already agriculturally developed regions. As is well known, the demand for 
services is a positive function of per capita income. In agriculturally prosperous 
regions with higher per capita incomes, services activities may not face any marketing 
problems, their success is thus not surprising. 


We have already noted the inappropriateness of applying ‘‘crossing the poverty 
line’ as an index for assessing the impact of IRDP in the short run. Bearing 
in mind the limitations of this exacting test, let us now turn to a comparison of 
the findings of the three studies with respect to this index. At the all-India level, 
the NABARD and PEO estimates are about the same (47% and 49.2%, respectively). 
Unfortunately, the PEO study does not give full details relating to inter-district 
variations in this respect; only averages for the seven situations are given. When 
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poverty level expenditures are adjusted for price level changes, the proportion 
of households crossing the poverty line turns out to be a little over 20% (NABARD). 
Although state-wise figures adjusted for price level changes are not given in the 
NABARD report, it is clear that in every state the proportion of population crossing 
the poverty line will be lower when such adjustment is made for price changes. 
Though uncorrected for price level changes, the variation in the proportion of 
poor households crossing the poverty line across the states given in the NABARD 
report (see Table 1) merits attention. This proportion is as low as 22% in Rajasthan 
but as high as 86% in Punjab. Scholars have interpreted these figures to be 
suggestive of the hypothesis that agriculturally more advanced states (Gujarat, 
Punjab, Haryana, for example) have done exceedingly well even with respect 
to IRDP. 


We have earlier underscored the importance of the initial income position of 
selected households in determining their ability to cross the poverty line with IRDP 
intervention. We have given in column 2 of Table 1 the proportion of households 
below Rs. 1,500 family income (the poorest of the poor households) to total selected 
households for each state. It is very clear that the states with a higher proportion 
of success were precisely the states with a lower proportion of very poor in the 
selected households (with the exception of Assam). Also, in the so-called success 
stories such as Gujarat, for example, the proportion of households misidentified 
was as high as 47%. This clearly suggests that the impact has probably been 
less related to agricultural performance and more to do with identification of 
beneficiaries. 


That the success of the programme in terms of crossing the poverty line is 
directly related to the initial level of income is brought out more clearly by the 
PEO study. Nearly 95-100% of the households in the pre-intervention income 
bracket of Rs. 2,500 - 3,500 crossed the threshold level with IRDP intervention 
in all the seven situations. Of the households belonging to the lowest income 
group, the proportion crossing the poverty line income is negligible irrespective 
of the seven situations considered in the PEO report. 


The above discussions again clearly bring out the misleading nature of “crossing 
the poverty line’’ as an index of performance. Thus, a State such as Andhra 
Pradesh with an overwhelming proportion of very poor households among the 


beneficiaries may not have done well in terms of ‘‘crossing the poverty line’, 
but may have done exceedingly well in terms of income mobility criterion. 


Other Programmes 


IFMR survey also deals with the above programmes. It is interesting that the 
performance of the wage employment generating programme is no better than 
IRDP schemes. IFMR points out numerous deficiencies in the manner in which 
the above two programmes were carried out in selected districts. Chief among 
the drawbacks was the inadequate attention (in relation to the numbers) paid 
to landless workers. In many instances the objectives of social assets creation 
remained unfulfilled. Under-utilisation of available funds under NREP is the rule 
rather than the exception in all the states. This arose essentially out of the rigidly 
specified high labour content of NREP works and the shortage of critical inputs 
like skilled labour and construction materials. The wage rates fixed under the 
NREP also appeared unrealistic. The low wage rate along with payment modalities 
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and irregularities in disbursements failed to attract workers for NREP projects. 
In brief, these programmes suffered from more or less the same set of infirmities 
from which IRDP suffered. 


Table - 1 
Beneficiaries Crossing the Poverty Line 


Percentage of 


No. of eligible beneficiaries with an B paenic of 
State beneficiaries in the initial income level of beneficiaries Baca 
sample gat than the poverty line 
Rs. 1,500. 
Andhra Pradesh 93 33.3 25.81 
Assam 58 13.0 31.03 
Bihar 100 69.0 31.00 
Gujarat 53 7.4 50.94 
Haryana 88 26.0 76.14 
Karnataka 99 36.3 32.32 
Kerala 102 47.0 39.22 
Madhya Pradesh 89 21.3 49 44 
Maharashtra 86 15.1 65.12 
Orissa 63 12.7 52.38 
Punjab 22 00.0 86.36 
Rajasthan 76 48.7 22.37 
Tamil Nadu 89 52.7 26.97 
Uttar Pradesh 119 21.7 72.27 
West Bengal 58 18.9 77.59 


Total 1195 — 47.11 


Source: Computed from NABARD Report. 


This programme of Training of Rural Youth for Self-Employment (TRYSEM) was 
introduced in 1979 with the basic purpose of promoting self-employment among 
the rural youth under the poverty line. Although self-employment was to be generated 
in all sectors of the economy, the main thrust of the programme was on absorbing 
the target group rural youth in the services sector, viz. tailoring, carpentry, handloom 
weaving, sericulture, rural machines (bicycle repair, electric wiring, motor repairing, 
etc). The targeted 40 families under TRYSEM were to be drawn from the weaker 
sections identified as the beneficiaries of the IRDP Programmes. In terms of the 
scope of the programme, the objective was revised not only to provide for self- 
employment but also for wage employment in the different sectors of the rural 
economy. This training efforts needed to cater to the rural women have also been 
included in the programme wherever such opportunities exist. 


Unlike other programmes under IRDP, there is a certain amount of horizontal 
integration of activities under TRYSEM. The training institutions and the organisations 
responsible for creating marketing and other services are simultaneously involved 
at the very beginning of training. Projects for self-employment are prepared in 
advance and the inputs required are included in the permissible subsidies and 
loans from institutions are arranged expeditiously. Strengthening the infrastructure 
of the training institutions formed an important part of the programme, for which 
100% grant-in-aid is being sanctioned by the Central Government. 
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Index of Performance and Some Hypothesis 


The training offered has been essentially in the services sector (tailoring, rural 
mechanics, etc) or in the ancillary sub-sector of the manufacturing industry. The 
demand for the services, given price, is essentially a function of the 
income/consumption per capita of the state/district. The scope for employment 
in the ancillary sub sector of the manufacturing sector can of course be positively 
related to the buoyancy of the manufacturing activity in each state/district. For 
state level analysis we used compound rate of growth of NDP in the manufacturing 
sector for the recent period as an explanatory variable, in addition to 
income/expenditure per capita. For the district-level analysis, owing to absence 
of direct information on NDP from manufacturing activity, we also used the non- 
agricultural workers as percentage of total workers, as a proxy for the extent 
of manufacturing activity. We also used the available information (as of 1980) 
on the per capita bank advance to the services sector, and the literacy rate. 


Data, Results and Discussions 


We analysed the data pertaining to 17 states... As pointed out earlier, the 
performance of the scheme varies significantly across the states. Inter-state variation 
in the absorption of trained youth seemed to be a direct function of per capita 
income/expenditure of the states, and the rate of growth of the manufacturing 
sector... 


For the district-level analysis, we have been able to get data for only four states, 
viz. Punjab, Andhra Pradesh, Karnataka.and Kerala. In the absence of data on 
per capita income/expenditure at district level, we used per capita agricultural 
Output as a proxy... 


It is interesting that the results obtained at the state-level seem to hold good 
broadly at the district level as well. Per capita agricultural output (a proxy for 
district income per capita) emerges as the only significant variable explaining the 
absorption of trained rural youth (when both self-employment plus wage-payment 
are considered together). All other variables such as literacy rate and the extent 
of non-agricultural activity turn out to be non-significant. Thus, the success of TRYSEM 
depended overwhelmingly on the demand level prevailing in the state/district. 


Summary and Concluding Remarks 


The three IRDP studies surveyed in this short notice have thrown up valuable 
insights not only into the deficiencies of IRD Programme implementation but also 
on many facts of development administration including the attitudes of local level 
functionaries. These studies together suggest, in brief, the need for decentralisation, 


flexibility, and a drive away from uniformity towards a careful study of local conditions 
and potentials. 


In this note, we have pointed out the methodological weakness of these studies 
and stressed the need for caution in generalising upon their findings with respect 
to the impact of IRDP intervention. In particular we have drawn attention to the 
problems involved in mechanically adopting the criterion of ‘crossing the poverty 
line’ for assessing the impact of IRDP in the short run and illustrated the usefulness 
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of alternative criteria such as income mobility matricies. Adopting the latter criterion, 
we have shown that IRDP intervention did result in imparting dynamism inasmuch 
as the very poor households did climb the income ladder even if they did not 
cross the poverty line income range. In this transition, we have shown the role 
played by initial income levels of households, the level and choice of IRDP 
investments, and especially the availability of scheme-related infrastructure in 
explaining inter-regional variations in income mobility of households, as well as 
the observed differences in the capital-output ratios in the backward regions reflect 
not so much the inefficiency of IRDP intervention as such, but more fundamentally 
the backwardness of the region itself. To this extent, the cost effectiveness of 
IRD Programmes depend crucially on the extent to which these interventions are 
intertwined with other general developmental programmes of the region especially 
relating to the spread of infrastructural facilities. 


As for TRYSEM our findings show that the success of the scheme (as reflected 
by self-employed as percentage of trained) depend critically on the demand for 
services in which the youth received training. This, in turn, was a function of 
the level of state/district per capita income/expenditure and of the extent of 
manufacturing activity. The scheme did not have much impact in the states/districts 
with the highest poverty ratios, because these were also states/districts with very 
low income per capita, and hence low potential demand. The absorption ratio 
was impressive in the better-off regions. Furthermore, pushing this scheme in the 
poor arid zone, as pointed out by Karnataka evaluation report, seems to be having 
a counter-productive effect, inasmuch as this programme is cutting into the resources 
available for other critical programmes for infrastructural development under the 
Drought Prone Area Programme. Clearly, the scope for gainful self-employment 
through TRYSEM in the services sector appears to be limited in the backward 
regions. 

The observed regional differences in the impact of anti-poverty programmes 
suggest the need for genuine “‘integration”’ at three levels. First, at the micro-level, 
there is a need for matching the potential of the poor households with the potential 
of the region where they are located. Second, at macro-level, the pattern of 
agricultural growth should be consistent with, and conducive to, poverty alleviation. 
This calls for a halt of the prevailing public policy oriented largely towards a viable 
spectrum of surplus growing farmers and regions. Third, as far as wage-employment 
programmes are concerned, these must be interwoven with general developmental 
programmes, especially those relating to creating infrastructure necessary for 
stepping up cropping intensities and productivity levels in the backward regions. 
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The Tryst with Destiny: 
An Unredeemed Pledge 


Young India Project 


On the 14th August, 1947 Mr. Jawaharlal Nehru spoke the following words 
to the Indian Constituent Assembly in New Delhi. ‘Long ago we made a tryst 
with destiny, and now the time comes when we shall redeem our pledge... At 
the stroke of the midnight hour, while the world sleeps, India shall awake to life 
and freedom...’’ At the stroke of every hour that has gone by since the mid-night 
hour of August 14, 1947, has India responded to this call of life and freedom? 
Nearly 50% of our rural population still struggles under acute poverty, do they 
really feel the joy of life, and know the meaning of freedom? What is life for them? 
A drudgery. What is freedom to them? A state of being used by the rich and 
the unscrupulous. What was the real tryst we made with destiny? Was it only 
to win our independence? Or was it to become independent so that we could 
take on the responsibility of developing our economy, and our society, in order 
to remove the ugly scar of poverty, and to wipe every tear from every eye. If 
that was the tryst we made with destiny, then we have not redeemed our pledge. 
In 1947 there were about 180 million people living below poverty. Today despite 
the statistical figures released by the government, there are nearly 300 million 
people living in absolute poverty, and the majority of them in rural areas. With 
the market-oriented economy which has developed in the villages the situation 
of the poor has worsened. Who are those who are poor? Of the nearly 600 million 
people who live in the rural areas, and earn their livelihood through agriculture 
and agriculture related activities, 285 millions (i.e. 57 million out of 120 million 
families) are denied the five basic needs of life. They are small peasants, artisans, 
and the agricultural labour — landed and landless — the last being in the majority. 
In fact about 75% of the rural poor or 42 million families, live off agricultural 
labour. They constitute nearly 30% of the national population and include those 
who are socially oppressed such as the schedule castes and schedule tribes. 
What has the government done for them since 1947 in order to redeem the pledge 
we made to tryst with destiny? 


oe 


In the 50s after considerable and serious study of our economy, OUr first sovereign 
government adopted the following policies in the various sectors of our economy: 


4. In the industrial sector the policies adopted were: 


a. Infrastructural and heavy industries development would be done through 
State investments, this would assist the growth of private national capital. 


b. Imperialist technology and capital, in the form of loans and investments, 
would be permitted to come into the country under stipulated conditions. 


c. The growth of national capital would be protected from imperialist 
competition. 
d. Repatriation of profits by imperialist capital would be limited. 


Which meant that India opted to retain its links with the Global Capitalist Market 
and hence had to adopt capitalist technology which was capital and not labour 
oriented. This once for all ruled out the transfer of growing agricultural surplus 
labour from the rural to the urban areas, from the agricultural to the industrial 
sector. This also ruled out for India the historical path of development of capitalism 
in the western world: urbanisation, industrialisation, and modernisation. We would 
have to find our own model of development to meet the needs of our people. 
It should be kept in mind that in 1947 our urban population was around 18%, 
today it is about 21% not a significant change in 37 years. 


2. In the agricultural sector after having rejected socialisation of land for political 
reasons, even though it was admitted that the ultimate goal should be that of 
consolidation of land and subsequent modernisation of agricultural, and after having 
been warned of the danger in unlimited capitalisation of agriculture under private 
ownership of land, in a country where the land-man ratio in 1947 was about 
1.1 acres:1 (now it is 0.6 acres:1), and after having taken into account the 
impossibility of transferring surplus agricultural labour to industry, and hence the 
necessity of creating an agricultural economy which would have the capacity to 
absorb the growing agricultural labour force, the following policies were adopted: 


a. Ultimate goal was to be socialisation of land with all rural assets being 
consolidated village-wise in order to — 
i. use productivity-oriented technology, and, 
li. Optimise production through scientific planning. 
b. Feudalism in agriculture was to be attacked through legislation and 


programmes: abolition of Zamindarism was recommended along with 
securing tenancy rights. 


c. Private ownership of land was to continue but land ceiling was 
recommended to prevent the growth of landlessness. 

d. In the foreseeable future agricultural production was to be based on peasant 
Cultivation with efforts being made to bring in more and more of each 
village agricultural activity under co-operative planning and management; 
to start with credit co-operatives were recommended. 

e. The government was to make every effort to modernise agriculture within 
the limits of peasant cultivation, by providing know-how, inputs and capital. 


Even a superficial reading of the report of the Agrarian Committee (1950) and 
the text of the First Five Year Plan combined with knowledge of the laws passed 
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in the 50s relating to agriculture and land, will indicate that Mr. Nehru’s government 
was well aware that if the interest of all rural classes were to be considered (inclusive 
of agricultural labour) then socialism in agriculture was the only path open to 
the country, but as that was politically out of the question — an overwhelming 
miajority of the National Congress members being from the landed classes — 
peasant based petty bourgeois agricultural development was selected as a 
compromise path. 


In other words, neither the industrial nor the agricultural development policies 
were labour oriented: the industrial policy was clearly in favour of the big bourgeoisie. 
But as the Congress government professed to have socialism as its ultimate goal, 
it had to take some concrete steps to show that even while it promoted capitalism, 
it was developing the conditions for the coming cf socialism. To do that it chose 
as its driving principle ‘‘development with social justice’. That was taken to mean 
that even while capitalism would be allowed to flourish, it would be ensured that 
the national wealth generated by it, would be equitably distributed so that the 
poorest man in the village would also benefit. In the agrarian sector this found 
expression in the following three programmes: 


a. Panchayat Raj, 
b. Primary Credit Co-operative Societies, and 
c. National Extension Service or the Block Development infrastructure. 


As the poor peasantry, i.e. the small peasants and the agricultural labourers, 
were a majority, constituting nearly 60% of the rural population, it was presumed 
that grassroots democracy of Panchayat Raj would bring about, with growing 
political awareness among the poor peasantry, the transfer of political power at 
the village level from the minority big landowners to the vast number of medium, 
small and marginal landowners and those below them — the artisans and the 
agricultural labourers. Similar logic was applied to the concept of primary co- 
operative societies: as the majority of the members would be medium and 
small/marginal peasantry, a lion’s share of the capital routed through these societies 
would go to them. Finally, to ensure productive use of capital, know-how would 
be channelled to the peasantry through N.E.S/Block Development structure. Ten 
years later it was quite evident to everyone that ‘development with social justice” 
approach had produced very unjust results: the bigger landowners in the villages 
had become technically more advanced, economically more prosperous, and 
pOdlitically more dominating. 


Whereas it was decided to continue this approach in the background with 
modifications, in the 60s the government adopted the more pragmatic, and the 
more capitalistic market-oriented approach. It was decided to provide viable 
landholders in districts which had well developed natural resources adequate 
infrastructure: inputs, irrigation, machinery, and know-how at subsidised costs in 
order to increase food production. This was expected to: 

a. make more food available at lower prices to the urban centres; 

b. generate more surplus for the landowners which would lead to greater 
re-investment in agriculture and consequent expansion in production; 

c. create greater demand for labour, which would — 


i. increase rural employment, and 
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ii. enable the agricultural labourers to organise themselves to demand 
higher wages. 

This was called the trickle down theory, the help given to the bigger landowners 
was expected to result in an improved economic situation for the marginal and 
landiess peasants. This programme which was called Intensive Agricultural 
Development Programme (IADP) was implemented in about 113 districts out of 
the 350 and odd districts in the country. In areas where nature had been less 
kind, such as in drought prone areas, resource improvement and area development 
programs such as Drought Prone Areas Programme (DPAP) were implemented. 
In addition crop oriented programs such as rice improvement projects were also 
initiated. By the early 70s it had become evident that IADP, later christened ‘‘the 
Greer. Revolution’ had achieved remarkable results: 


a. Land yields of grains, especially of wheat and to a much lesser extent 
rice, had increased phenomenally. 


Increase in food production had outstripped population growth. 
For the first time surplus grain was becoming available for buffer stocking. 


d. The big and medium peasants had strengthened their control over the 
rural economy. 


At the same time it was also noted that the situation of the unviable landholders 
(small peasants) and the agricultural labourers (landed and landless) had deteriorated 
further. The trickle down effect had turned into an evaporation effect. If in the 
50s government policy in the agricultural sector had tended to favour all landowners, 
in the 60s and early 70s it tended to favour the owners with viable holdings only. 
This has also been referred to as ‘‘betting on the stronger’ The agricultural labourers 
were again not in the list of direct beneficiaries of the government's policy. They 
were hoped to benefit from the expected increase in labour demand, and were 
therefore to be the indirect beneficiaries. When this hoped for result did not 
materialise, the government turned to other possibilities. 


Community development and area oriented approach to contain tie increasing 
incidence of poverty was replaced by the target group oriented approach. Even 
during the Fourth Plan the government had introduced ‘The Small Farmer 
Development Labour’(MFAL) development programmes which were target group 
oriented schemes. But by ‘“‘the end of the Fifth Plan, however, the planning 
commission felt that SFDA had not been very successful in attacking the problem 
of the rural poor’’ ! 


1. To correct this, the draft Sixth Plan 1978-83 ‘‘visualised an integrated 
plan of development at the block level, within which a special beneficiary 
oriented plan for the poor was to be appropriately fitted’’.2 


2. The emphasis of this programme was on ‘‘provision of assets to the poor: 
wells and pumps to the small and marginal farmers, and milch cattle to 
the landless labourers’’.3 


3. The basic strategy was to promote self-employment of the poor households 
with the help of assets so that they may earn incomes above poverty 
level. A rural employment programme (NREP) was to be supplementary 
to this, to fill in for periods of seasonal and sporadic underemployment. 
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4. An analysis of IRDP as actually implemented over 7 years from 1978 
to 1985, indicates that the development planning at the block level was 
never undertaken, IRDP became just a target group oriented programme 
limited to the doling out of subsidies. According to Dr. Rath if there were 
approximately 46 million poor households at the beginning of the Sixth 
Plan, then between 1978 and March 1985, no more than 15 million poor 
households in rural India would have been covered under IRDP. ‘These 
constitute One-third of the estimated number of poor households in rural 
India in 1981. It was seen above that not even 20% of these poor 
households might have crossed the poverty line as a result of IRDP. This 
means that about 6.6% of the poor households in rural India would have 
been helped to earn higher than poverty level income. Again, we have 
noted that 20% was a gross overestimate, because their incomes included 
the loan instalments, which appropriately belonged to the banks and not 
to the beneficiaries of IRDP. If this is adjusted, the proportion of beneficiaries 
who would have really risen above poverty would come down to less 
than 10. Therefore, it would not be far wrong to estimate that at the end 
of 7 years of operation of IRDP about 3% of the poor households in 
rural India could have been helped to live above the poverty, even if 
for a while only.’’4 


5. Which means that over 7 years 3% of 46 million poor families or 1.38 
million families may have been successfully assisted in rising above the 
poverty line. If the average rural family is taken to have 5 members then 
6.9 million poor rose above the poverty level. But in the same 7 years 
the population increase of the 46 million poor families would have worked 
out to 7 x 2.2% x 46 or 7.07 million people. Therefore in real terms IRDP 
would have had no impact on the incidence of poverty over the Sixth 
Plan period. Dr. Rath concludes that ‘‘This long review of IRDP experience 
brings out clearly one fact, the strategy of helping the poor in rural society 
to get over poverty with the help of assets given to them, is largely 
misconceived"’.© 


6. The reasons for the failure of IRDP to alleviate poverty among the marginal 
peasants and the agricultural labourers are many, and it is not the intention 
of this paper to go into them. Dr. Nilkantha Rath’s article published in 
EPW and extensively quoted above — ‘Garibi Hatao: Can IRDP Do It?’® 
— is recommended to those who are interested in. going deeper into 
the reasons. 


But apart from what Dr. Rath has said we would like to make the following 
observations. As stated earlier, in the 50s the government development programmes 
focused on the petty and the bigger bourgeoisie in the rural areas, In the 60s, 
and early 70s, under the Green Revolution the beneficiaries were primarily the 
bigger bourgeoisie. !n the latter part of the 70s and upto the present the approach 
of the government under SFDA, MFAL, IRDP, etc, has been to make petty 
bourgeoisie out of the near assetless and assetless households in the rural areas. 
Considering such households are a majority, one Is forced to question the pegslietl = 
judgement of a government which bases its entire anti-poverty drive on the 
proliferation of rural petty bourgeois enterprises in an expanding capitalist economy. 
History itself dictates against it. The historical growth of capitalism has been at 
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the expense of petty commodity producers, and if some have continued to survive 
under capitalism it is because: 
a. they are a minority element; and 
b. they perform certain services which either the bigger capital does not 
find remunerative enough to flood, or because the nature of the service 
itself permits the side by side existence of the two. 


But which ever way you look at it under capitalism, petty commodity production, 
in terms of its share of both G.N.P. and national employment, has played a limited 
role. For it to be expected to perform the miracle of lifting half the rural population 
in India above the poverty level is wishful thinking. A look at the agricultural 
production should be sufficient to convince the Government of the irrationality 
of their expectations. 75% of the agricultural land in this country is cultivated 
by the middle and rich peasants and the capitalist farmers. The petty producers, 
i.e. the small and the marginal peasantry, cultivate only 25% of the land, and 
that also the lowest quality land. These petty commodity producers have survived 
because: 


a. bigger landowners are not interested in the poor quality lands which are 
in the possession of the peasantry; 


b. government laws dictate against unlimited acquisition of land by the bigger 
landowners; and most importantly, 


c. these poor peasants pay themselves below subsistence wages in order 
to sell their produce at prices dictated by the bigger producers. They 
do this in ordér to survive. 


lronically petty commodity production by the poor peasantry within the prevailing 
capitalist economy is the cause of poverty of a significant percentage of the rural 
families. How then can we expect the same pattern of production applied to 
agriculture related activities to perform any-better. IRDP cannot alleviate the situation 
of the rural poor, and among them of the agricultural labourers in particular. 


What, then, can? The answer to that lies in what the agricultural poor, and 
primarily the agricultural labourers want? They want to have sufficient income 
in order to purchase/afford the five basic necessities of life. Where does their 
present income/purchasing power come from? From employment in rural areas, 
however limited that employment may be, and however low the wages they receive 
may be. What the rural poor want is consistent and adequate employment at 
wages which can help them rise above poverty. Dr. Rath says ‘The most meaningful 
way the bulk of the poor can be provided greater income to enable them to 


rise above poverty is greater opportunity of employment at least at the basic 
subsistence wage rate.'’” 


7. Mr. V.S. Page in his article ‘Concept of Employment Guarantee Scheme’ says: 


“A solution of having higher growth rate and increase in G.N.P. with 
fiscal measure taken afterwards for better distribution of wealth has 
not showed any signs of bettering the lot of the poor. The problem 
of unemployment is admittedly the most difficult problem... 


In all our plans the object of eradication of unemployment has never 
been a primary objective; it has always been mentioned as a secondary 
one. We should now begin from this goal of full employment and work 
out backward. Employment to all should be our motto hereafter... 
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If all people do some work useful to the community, with small doses 
of capital and organisation, at least a beginning could be made to 
eradicate the worst form of poverty.’’® 


8. ‘‘And once large scale opportunity for greater earning through wage 
employment is created for the poor this will create greater purchasing power for 
them and larger market for the commodities produced in the rural areas.”’ 


Not that the government has been, or is unaware of this, we quote relevant 
sections from the text of the long term fiscal policy announced by the Union 
Finance Minister, Mr. V.P. Singh in the Parliament on December 19, and published 
in the Hindu, Friday December 20, 1985, under the title ‘Policy to ensure full 
Collection of Taxes’. 


“Our immediate problem is to attack the appalling poverty and 
unemployment of India and to raise the standards of our people. 


‘The central element in the development strategy of the Seventh Plan 
is the generation of productive employment. 


‘It is only through such an expansion of productivity and employment 
that we can hope to banish poverty and achieve our socialist goals. 


‘In the coming year the Centre's expenditure provision will accord an 
even higher priority to programmes benefiting the poor, such as the 
Integrated Rural Development programme, the National Rural 
Employment Programme, and the Rural Landless Employment Guarantee 
Programme.”’ 


The preponderant theme in the above cited passages from the text of Mr. V.P. 
Singh's speech is the generation of employment. Though by referring to poverty 
and unemployment separately it would appear that the two have to be attacked 
separately. The fact is low wages/low productivity of labour coupled with 
underemployment/unemployment is the major cause of poverty in rural areas. 
If poverty is to be attacked then it is only too logical that the government address 
itself first and foremost and that too directly to low wages and 
underemployment/unemployment in the rural areas. Hitherto, as Mr. Page has 
rightly observed, employment generation has been expected to result from the 
development programmes being implemented by the government. Even when 
NREP was formulated it was subordinated to IRDP in terms of budgetary allocation, 
in the Sixth Plan NREP was allotted Rs. 1,600 crores ‘'while for IRDP the total 
estimated expenditure including loans, was Rs. 4,500 crores’’.2 


The time has come for the government to address itself more seriously to the 
task of generating meaningful and productive employment in the rural areas at 
wages sufficient to afford the five basic needs. NREP and even RLEGP (Rural 
Landless Employment Guarantee Programme) are half-way measures leaving the 
poor agricultural labourers at the mercy of the union budget at the national level. 
What is needed in every state is an employment guarantee act, and not a 
programme, which will give the agricultural labourers the right to work, and this 
will put the onus of providing employment on the government, and not on the 
labour market as has been and is the practice at the present. By providing 
guaranteed alternative employment to the agricultural labourers, the labour supply 
to agriculture will be reduced to be more equivalent to demand, and this will 
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also enable the labourers to demand minimum wages in agriculture as well as 
in allied activities. 

Employment guarantee is not new in this country, Maharashtra legislated it back 
in 1977 as a legal right, after having implemented it as a scheme in a big way 
from 1974 onwards. In 1981-82 expenditure on EGS in Maharashtra was Rs. 
135 crores and man-days of employment generated was 15.60 crores. According 
to Dr. Rath, under EGS ‘‘at least 10 percent of all working age persons in the 
weaker section or poor households in rural Maharashtra have been provided the 
equivalent of full-time wage employment (Dandekar, 1983) This is no mean 
achievement.’’!° 
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Employment Guarantee, 
Poverty and Women 


Dr. Kumudini Dandekar 


Inspite of the planned effort at economic development the poor in India have 
remained poor. A direct attack on poverty seemed essential especially from the 
Fourth Five Year Plan period. It is from this consideration that a number of 
programmes such as the National Rural Employment Programme (NREP., started 
in 1977 as Food for Work Programme but renamed in 1980 as NREP), Rural 
Landless Employment Guarantee Programme (RLEGP initiated in 1983-84) were 
set out especially for employing the rural poor in the rural environment. Such 
programmes provided wage employment to the unskilled hands among the poor 
to create productive assets in rural areas through public works. 


There were also other programmes such as the Integrated Rural Development 
Programme (IRDP initiated in 1978-79) which were meant to provide self-employment 
to the rural poor by providing them relevant viable assets. However, it was often 
found that provision of wage employment proved more useful since the poor 
in rural areas, specially those depending primarily on wage labour for their income, 
were not used to handling the assets supplied under IRDP. These assets were 
mostly in the form of livestock or poultry. Without the experience of handling such 
assets, there was much loss (e.g. death of, the livestock, etc.) rather than providing 
sustained self-employment. There was needed an infrastructure of marketing, etc, 
which was not available in most of the rural areas. Imparting of entrepreneurial 
skills to the poor was attempted through Training of Rural Youth for Self Employment 
(TRYSEM), for those aged 18 to 35 years with priority for scheduled castes, 
scheduled tribes and women. However, the results of this endeavour also have 
not been very successful on the whole. For instance women were provided sewing 
machines with no idea as to how many machines could work profitably in a given 
village. It was therefore found that wage employment on public works was more 
effective in alleviating poverty of the rural poor. The best example of this effort 
has been found in the Employment Guarantee Scheme (EGS) run by the State 
of Maharashtra since 1974. 

The scheme has its defects, expecially since the volume of operations is fairly 
large. The maximum employment generated under the scheme has been 20 crore 
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man-days in the year 1979-80. It is a guarantee of work to any adult in rural 
Maharashtra within eight kilometres of his location. Males and females are paid 
equal wages for work done in seven hours. Projects are the ones that create 
productive assets such as irrigation schemes, nala bunding, soil Conservation, 
social forestry or road construction. Running the administrative machinery for the 
variety of projects undertaken under the scheme is an arduous task. However, 
the experience collected during more than ten years with enormous number of 
works completed provide a number of lessons to any state launching similar 
programmes. 

The sums of investment involved in such a programme are vast. So careful 
audit of the wage employment generated is essential. Record of persons demanding 
work, their getting the employment, if not getting the employmentthen the 
unemployed days when work is required, all these facts have to be documented. 
Very recently a booklet has been provided to each worker which will record the 
work done during five years. Such a record will be very useful though unfortunately 
the present booklet does not record the days when work was demanded but 
could not be obtained or the days when work was not demanded at all. 


The above kind of record was very much necessary since some of the facilities 
provided under EGS were connected with the evidence of work record. For instance, 
women were given maternity leave with pay for one whole month if the delivery 
was first or second. The condition for such a facility however was a work record 
of 150 days during the previous year. Most women working on EGS did not 
know about the facility. Moreover, since they had worked in different departments 
they could not provide the certificate of 150 days work. Further, women rarely 
got work for 150 days during a year. 


The main hindrance in the efficient running of the programme is the provision 
of productive employment. Demand for work is enormous, since unemployment 
and poverty are abundant. 


The main problem is the size of operation needed to alleviate poverty. It is 
worthwhile going through the calculations of the volume of work needed to eradicate 
poverty. In a paper by Prof. V.M. Dandekar read at the seminar in Boston (USA) 
in October 1986, he pointed out that 32% people in India lived below subsistence 
in 1960-61. In 1970-71 this percentage was 52. Prof. Dandekar’s calculations 
also show that in India per person Rs. 200 is to be put in the pockets of the 
poor in 1985-86 to bring them just above subsistence. At this rate rural Maharashtra 
will need Rs. 800 crores to go to the pockets of the poor to eradicate poverty. 
In Maharashtra EGS had the maximum investment of Rs. 250 crores in 1985-86. 
Of this 60% could go as wages while 40 per cent was for supervision, equipment 
and material. Thus Rs. 150 crores could be available for wages. This meant solving 
the problem of poverty in Maharashtra to the extent of less than 20% through EGS. 


Eradicating poverty to the extent of 20% is also a great achievement. Thus 
EGS has done a lot for the poor and especially for women as will be seen in 
subsequent paragraphs. 


In September 1986, three projects were visited in each of the eleven districts 
of the State of Maharashtra. Thus, 33 projects were observed, interviewing the 
workers on the projects. Besides one village in each district was visited to ascertain 
the need of EGS:or its popularity: In most projects that were visited 70 to 90% 
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of the EGS workers were women. It was only in three districts of Vidarbha that 
men and women were in equal numbers. Thus EGS was more or less a women's 
scheme. The interviews of the workers brought out a number of advantages (with 
One disadvantage) that were accruing to the society due to EGS. These are noted 
below: 


1. A specific ratio of men to women was needed for EGS work. However, 
when, men were short in numbers, women did men's jobs. Men often 
did digging and women worked as draft power to carry earth, stones, 
etc, from one place to the other. 


2. Since women were working on projects, they were exposed to the wider 
world and their vision got widened. Wheeling and dealing in the project 
meant getting their work properly evaluated and getting it paid for. This 
along with fighting for their rights on the work helped them to become 
bargainers. 


3. In our view the schooling of girls definitely suffered due to EGS. This 
was because girls had to look after the smaller children or if the girls 
were above age 14 or so they themselves.participated in the EGS work 
which was piece-rate. These younger girls might not have been paid 
individually but their work helped the family earnings. On bigger works 
smaller children were looked after in creches. Our view was that one- 
teacher-classes should be run on such works, employing an EGS worker 
with seven standards of education as teacher. 

4. Age at marriage seemed to have risen since girls continued working on 
EGS works. From the point of view of solving the population problem, 
age at marriage had to go up. This had not happened in spite of the 
legislation requiring it to be 18 years. EGS however has helped to raise it. 


5. Girls were certainly better dressed while working on EGS. This probably 
was because they were earning. Similarly, they had to dress well because 
they were going outside their homes for work. 


6. Problem of dowry was disturbing the parents. In earlier times, i.e. forty 
years ago, it was the men who paid the bride-price in this income group. 
But the girl’s parents had to pay the dowry now and EGS helped this, 
at least partly. 

7. Some of the girls with better education worked as mouthpieces of the 
working gangs. They had to work as leaders negotiating the problems 
of women. 

8. Since large number of workers were from scheduled castes and scheduled 
tribes, EGS workers ate together and worked together forgetting 
untouchability. 

9. Because of the EGS earnings, there were no longer small thefts of grains, 
etc, from the farms as reported by the farmers. 

10. Getting subsidised food grains was supposed to be a boon for the EGS 
workers. But the quality of grain was often of doubtful value. It was spoilt 
due to lack of proper storage. Alternative methods of providing the grain 
could not be easily found without a middleman coming in who could 
prove to be corrupt. 
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Women were wanting work and they were always worried that they may 
not get work after the present one was finished. With EGS work they 
could comfortably feed the people at home. 

Women were conscious that with the present rate of wages they hardly 
had any allowance to think of things beyond food. Education of children 
or their health needed better wages in their view. 


When asked about the number of children and their upkeep, women thought 
that they did not have many children these days. They seemed conscious 
that the number of children could be controlled and they were not god-given. 


lf the productive works were limited in numbers, one could attempt to 
give work only for those who were prepared to leave their villages. Such 
people had to be given continuous work and if they worked with a sense 
of responsibility for 270 days of the year, they in our view could get a 
pension after say, 30 years of work. Suggestions for pension were made 
on the works. 


It therefore seems important to launch schemes like the EGS to solve not only 
the problem of poverty but also social problems that hinder economic growth. 


50 


An Alternative Employment 
Strategy for India 


Dr. S.S. Mehta 


One of India’s major concerns has been to provide productive employment 
to (a) its growing labour force, (b) the unemployed, and (c) the underemployed. 
The annual increment in the labour force has been rising since last’80 years. 
The annual increment in labour force is likely to rise from 3.7 million during 1961-71 
_ to about 7.5 million at the end of the century. There is also considerable backlog 
of unemployment to be. provided with productive employment. The absolute 
magnitude of the addition to the labour force in the next 15 years works out 
to be about 120 million. With the estimated backlog of unemployment as of 1985, 
the overall magnitude of the additional employment to be generated by 2000 
would be around 130 million. This is a very big challenge facing India. How will 
jobs for 130 million persons be created for the labour force which is likely to 
enter the labour market in the next one and half decades.” 


Though the conventional rates of unemployment in India have been found to 
be only about 4% and without significant trend between 1972-73 and 1983, but 
on this basis it cannot be assumed that India’s unemployment problem is not 
serious. India’s unemployment problem is massive. The trend rate of growth of 
aggregate unemployment is about 1.67 per cent a year, which can be reduced 
only through a sustained growth of the order of 6.5 per cent per annum. An 
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industrial growth of 7% per annum can also lead to unemployment decline 
significantly. ”” 


Indian economy has grown at an annual compound growth rate of 3,55 per 
cent during the period 1950-51 to 1984-85. The growth of the national economy 
in the 50s. 60s and 70s has been 3.65 per cent per annum, 3.20 per cent per 
annum and 3.74 per cent per annum respectively, which shows that after a 
deceleration during the 60s there has been an acceleration in the 70s. In the 
15 years from 1970-71 to 1984-85, Indian economy grew at the rate of 3.85 
per cent per annum which implies an improved performance as compared to 
the past, yet far below the required growth of 6.5% per annum. 


This national growth is also far below the envisaged one of 5 per cent per 
annum projected in the various Five Year Plans. Even this modest growth rate 
of 3.5 per cent per annum could be achieved only by five states: Punjab, Haryana, 
Maharashtra, Gujarat and Andhra Pradesh. The average national per capita income 
is Rs. 1,550 for the period 1979-80 to 1981-82. Only Punjab, Haryana, Maharashtra 
and Gujarat have higher per capita income than this. This is a sad reflection 
on planning at the states levels, and indicates that there are some gaps and 
missing links in the regional development planning. 


One of the main reasons of this sluggish growth is the conspicuous absence 
of human resource planning. The major focus in Indian planning has been on 
physical and financial resources. The country and the states have traditionally 
planned carefully their respective physical and financial resources, but have not 
undertaken as thoroughly the important task of planning human resources. There 
is no integrated planning of the financial, physical and human resources. The 
three are rarely matched with each other. Therefore, the new economic opportunities 
are not commensurate with the needs of the growing population and labour force. 
The current levels of unutilised and underutilised human labour is very high, which 
is a tragic waste of a vital resource. 


For instance one of the main objectives of planning has been the self-sufficiency 
in food grains, The food grains production has increased from about 50 million 
tonnes in the 50s to 150 million tonnes in the 80s, thus making India self-sufficient 
in food grains. Yet about 40% of people live below the poverty line. This is because 
of the fact that an important part of planning, as to how people will acquire adequate 
food grains to meet their consumption needs, has not been thought of. It is also 
necessary to provide employment to people so that they will have adequate income 
and thus purchasing power. With such massive unemployment, poverty will persist. 
There is a strong positive correlation between poverty and unemployment. Poverty 
eradication is difficult without tackling the unemployment problem. 
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The long term growth envisaged by India for 1985-2000 is only 5% per annum 
— lower than the required growth of 6.5% per annum. The actual is 3.5 per 
cent per annum only. This high growth rate may be difficult to attain due to many 
Structural constraints. We have seen earlier that even the best endowed regions 
have achieved only a growth of 5% per annum. 


Table - | 
Average Annual Growth Rate of States 1970-71 to 1981-82 


1. Punjab 5.20 
2. Haryana 5.10 
3. | Maharashtra 4.97 
4. Gujarat 4.15 
5. West Bengal 2.49 
6. Karnataka 2.22 
7. Tamil Nadu 2.94 
8. Kerala 2.00 
9. Rajasthan 3.38 
10. Andhra Pradesh 3.76 
11. Assam 3.19 
12. Orissa 3.36 
13. | Madhya Pradesh 2.18 
14. Uttar Pradesh 3.43 
15. ‘Bihar 3.27 
16. India 3.68 


Source: State Domestic Products from 1960-61 to 1981-82, CSO, New Delhi. 


Thus direct employment generation programmes are necessary in the absence 
of the required high growth rate. 


If we examine the nature of technological changes which producers normally 
seek, it will be found that they would like to maximise output with minimum inputs, 
including hired and own human labour. Since an individual decision unit optimises 
every input he may not go for technological changes which maximise employment. 
Therefore, employment maximising technological changes have to be at the macro 
level in the public policy domain, promoting activities which generate employment, 
along with income and productign, must be one of the major national priorities. 


Being mainly an agricultural economy and rainfed, management of water 
resources is the country’s top priority. The present water management in the country 
based or major and medium irrigation projects is wasteful, inefficient, capital intensive, 
and concentrated. It needs to be based on ground water which is relatively less 
wasteful more efficient, less capital intensive and broad-based. |n addition, water 
application by flooding is also wasteful and inefficient, more disease prone, hence 
require larger applications of insecticides and pesticides. Drip and sprinkler irrigation 
optimise water use and is less disease prone and more labour intensive. Scientific 
farming technology is the need of the country not only in view of 70% being 
rainfed agriculture, but also because it will be more labour intensive. Scientific 
dry farming also requires promotion of soil and water conservation which is very 


labour intensive. 


Forestry, logging, fishing and animal husbandry are also quite labour intensive. 
These activities need to be accelerated for creating more employment opportunities. 


Fertiliser production should be increased based on country’s biomass. This 
development has many other benefits like better sanitation and hygeine, reduction 
in deforestation, high valued nitrogen fertiliser, better soil quality, etc. This is also 
quite labour intensive because it increases the activity base of rural areas. 


There is need to shift emphasis from irrigated agriculture-large dam canal-flood 
irrigation-inorganic chemical fertiliser to dryfarming-groundwater-drip-sprinkler 
irrigation-organic fertiliser combination. The latter is cost effective with higher social 
benefit cost and will generate more employment-income-production. About 75% 
of the labour force in the manufacturing sector is employed in household units. 
The most important activities in traditional enterprises are textiles and textile products; 
almost one-third household workers are engaged in this activity. About 50-60% 
of the total cloth output in the country is produced by the decentralised sector 
on handloom and powerloom. The only problem is income-earnings are low. The 
answer is to introduce technological changes which will increase their productivity. 
and thus incomes and earnings. Pedal and footlooms are simple and expensive 
but they can increase the productivity of the handloom sector. It will generate 
both employment and income. 


For solving the unemployment problem, it is essential to match physical, financial 
and human resources. This calls for a shift in the emphasis of the activity base 
and configuration, where human resource will be given a dominant role as compared 
to the present subsidiary role. The alternative approach suggested is not capital 
versus labour intensive or growth versus employment but employment in-built into 
the development process. 
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Alternatives for Garibi Hatao: 
Incrementalism or Structural 
Changes? 


Prof. G. Haragopal & Dr. C.H. Balaramulu 


Poverty and unemployment have become the formidable challenges of modern 
times. They exist in one form or the other all over the globe.'! They are more 
widespread in developing countries. Inspite of rapid scientific and technological 
advancement and initiation of several measures to alleviate poverty, there does 
not seem to be a significant reduction in the incidence of poverty and unemployment. 
On the contrary, it is observed that the number of poor and unemployed has 
been constantly increasing in all the developing countries.? As a result, millions 
of people in the developing countries continue to live under degrading conditions. 
India is no exception to this pathetic situation.’ 


The policy approaches to these problems rest on the theoretical understanding 
of the casual relations. One explanation which is widely discussed and propagated 
is that which maintains that poverty and unemployment are an outcome of low 
productivity, high population growth and market constraints. The policies that 
emanate from this understanding are bound to be aimed at encouraging productivity, 
controlling population and liberalising the controls on market. These policies, in 
most of the instances, tend to be ad hoc and incremental. While these policies 
may provide temporary relief, they do not provide scientific and lasting solutions 
to the problems. This paper seeks to examine these dimensions of the problem. 


There is another explanation to the problem provided from a Marxist perspective. 
It maintains that the problems of poverty and unemployment are embedded in 
the structural inequalities inherent in the socio-economic system. The productivity 
and profit orientation accentuates inequalities and aggravates the conditions of 
the poor. The technology approach has dehumanising effect on the overall system. 
Logically the question this approach enunciates is: can the state bring about the 
needed changes through its intervention in the developmental process? 


After the advent of independence, there has hardly been any rural development 
policy in India, which did not lay emphasis on rural poverty. Most of the policies 
were aimed at either reduction or eradication of poverty. Organisationally speaking 
through Community Development in the early 50s and through Panchayat Raj 
in the 60s, an attempt was made to elicit people's participation. Along with these 
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institutional devices, there was emphasis on modernising agriculture through green 
revolution and building a strong industrial base through technological developments. 
These attempts did not produce the expected results. The green revolution of 
the mid-60s disturbed the scales of economy of farming. On account of these 
changes, the small and marginal farmers and agricultural labourers, it is believed, 
suffered. This also resulted in widening the gulf between the poor and the better 
off in the rural society.* 


The first half of the decade of the 70s was dominated by a discussion on the 
large scale poverty in rural India. Efforts to tackle the problem started in this 
direction during the Fourth and Fifth Five Year Plans. As a result, several target 
group and employment oriented programmes — SFDA, Integrated Rural 
Development Programme (IRDP), Food for Work Programme (FFWP), National 
Rural Employment Programme (NREP), and Rural Landless Employment Guarantee 
Programme (RLEGP) — were launched. This also included a much publicised 
Employment Guarantee Scheme of Maharashtra. The SFDA and IRDP are oriented 
towards asset distribution and the other programmes aim at generation of 
employment. Prominent among these programmes are IRDP and NREP. These 
programmes are being implemented in the entire country. The approach to Seventh 
Five Year Plan (1985-90) proposed ‘‘widening and sharpening’ of these 
programmes. It is time these programmes are reviewed to identify their strengths 
and weaknesses and judge whether these approaches hold any promise for future 
policies. 


The rationale behind the asset oriented approach is to provide an asset which 
could generate employment and income on a continuous basis. This, if successful, 
would make the poor relatively independent. 


An evaluation of the performance of SFDAs in the country indicates that, in 
ten years (1970-80), the agencies identified 161.31 lakh of small and marginal 
farmers. This includes agricultural labourers and others also. From this 161.31 
lakh identified members, 67.71 lakh (42 per cent) were actually covered.5 The 
total number of beneficiary households identified during the first four years of 
the Sixth Plan, under IRDP, has been 12.59 million. Assuming the same pace 
in the year 1984-85 it can be inferred that it would have identified around 16 
million rural households.® Thus, under the asset oriented approach (both SFDA 
and IRDP) out of the total target of 70 million poor rural families in the entire 
country,’ the schemes would have covered 22.71 millions (6.71 million + 16 
million) in about fifteen years.8 This would work out to 32 per cent coverage. 
While the attempt is laudable, given the magnitude of the problem, and taking 
into account that the population of the poor families increased by 33 per cent 
in the same period, the coverage does not look impressive. 


Several studies on IRDP show that the expectations of the programme have 
not come true. The studies have observed that the asset oriented approach has 
not contributed much to the eradication of rural poverty. The studies have highlighted 
the factors that account for this dismal performance. There are several studies 
which have come to the conclusion that asset oriented programmes are generally 
under the clout of landed gentry and this enforces their oppressive hold on the 
rural poor in general and on the agricultural labourers in particular. The natural 
outcome of this has been that the better placed farmers corner off the benefits 
intended for the poorer sections. Besides, the problems like weak planning, lack 
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of co-operation between various departments, cumbersome rules and regulations. 
wrong identification of beneficiaries, lack of monitoring, formulation of non-viable 
schemes, non-utilisation of funds, lack of infrastructural facilities collectively have 
also rendered the programme ineffective. 


The administrative structure which are responsible for implementation of these 
programmes are modelled on the traditional set-up known for its complexity, 
cumbersomeness, elitism, centralisation, legalism and red tape, and inertia. No 
wonder the system has proved to be unequal to the task. There is a wide gap 
between the people and the developmental agencies causing a big vacuum. !n 
rural India the vacuum between administration and people is filled in by the 
‘“middileman’’ or the ‘‘fixer’’ or the ‘‘pyraveekar'’ as he is familiarly called.'° A 
few studies point out that these programmes also suffer due to the interference 
of pyraveekars who have an exploitative nature. A few members of the well off 
sections in the rural areas and political leaders have entered these new roles 
to make easy money on the one hand and perpetuate the dependence of the 
poor on them on the other. The bureaucracy is also pleased to deal with the 
middlemen who give them ‘‘parties’’, ‘‘money’’ and other facilities, rather than 
with the illiterate and uninformed poor."' 


Apart from the above problems, the studies point out that most of the IRD 
schemes have not been able to help the poor to cross the poverty line. There 
is a substantial evidence indicating that the assistance rendered under these 
schemes help more those who are relatively in the better income brackets than 
those who are below the poverty line.'* The recent studies on IRDP schemes 
conducted by the Centre for Economic and Social Studies, Hyderabad, also largely 
confirm this trend.‘? There would, of course, be a large proportion of the poor 
households who would have earned some extra income but not enough to cross 
the poverty line. Drought, disease and other such problems can impair such 
programmes.'4 All this suggests that there is a built-in-bias in favour of those 
who are not so poor as against the poor and the poorest of the poor. There 
are also studies which have pointed out that some people who temporarily crossed 
the poverty line slipped back into poverty.'° On the basis of the revised poverty 
line of Rs. 6,400 the Survey Department of Rural Development has pointed out 
that none of the old beneficiaries have crossed the poverty line in Haryana, Jammu 
and Kashmir, Manipur and Orissa. Further, the study pointed out that in 5 per 
cent cases the IRDP households have also obtained benefits under 
NREP/RLEGP. '® 


A pathetic aspect which emerges from the studies Is an almost total neglect 
of agricultural labourers in identification, coverage and disbursement of credit 
requirements.'” Another study pointed out that in a district of Andhra Pradesh, 
SFDA in four years of its working, could identify 2.38 per cent of the agricultural 
labourers and cover only 0.39 per cent. This works out to less than 0.1 per cent 
per year. At this rate it would take about one thousand years for the agency 
to cover all the agricultural labourers in the district.'® The recent study on IRDP 
in Nalgonda, Andhra Pradesh, also points out that only 5.6 per cent of the agricultural 
labourers have been covered during first three years of the VI Plan.'9 
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The special employment programmes or public works programmes have been 
launched in the development economies of today for two reasons: 

a. The developing economies have surplus man power which is described 
by various terms such as cisguised unemployment, unemployment, 
underemployment, etc, which need more employment as well as higher 
incomes. 

b. The developing economies have inadequate capital stock and they lag 
behind in social overheads such as economic and social infrastructural 
facilities which are often described as the minimum condition for economic 
growth.°° 


Public works programme date back to the pre-British period. They were in 
operation during the British period mainly as a temporary relief measure in times 
of famines and other calamities. With the introduction of planning in the post- 
independence period, these programmes assumed considerable importance.?' 


The major public works programmes such as Rural Works Programme, EGS, 
FFWP, NREP, and RLEGP have been launched broadly with the following objectives: 


1. To spread the employment effect widely and more evenly than in the past; 


2. TO promote labour intensive technology in preference to capital intensive 
technology; 


3. Tocreate durable assets and provide infrastructure for rural development; 
4. To utilise surplus food grains for creation of community assets; 


5. To create gainful employment to the unemployed/underemployed who 
reside in the rural areas; 


6. To give guarantee of ernployment to the poor; 
To increase the consumption levels and nutritional intake of the poor; and 
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To bring social change in the village community, in terms of meeting social 
obligations, social mobility, etc. 


The first major public works programmes of the Planning Commission — the 
Rural Works Programme (RWP) — was introduced in the year 1961. Its primary 
objective was to provide employment to the unemployed mainly in the lean season. 
The PEO evaluation of the programme revealed that it did not perform well. The 
reasons for its failure were supposed to be mainly organisational and 
administrative.** The amount spent on RWP was so small, that it could not make 
any significant impact in terms of employment generation anywhere in the country. 
RWP finally turned out to be a money or a patronage distribution process and 
not a dynamic development process as was envisaged in the Plan.23 


The Employment Guarantee Scheme (EGS) of Maharashtra which was introduced 
in the year 1972 aimed at providing guarantee of employment to the unemployed. 
It also aimed at creating durable Community assets, which would stimulate the 
growth as well as the employment potential of the economy. The EGS has been 
evaluated by a number of agencies during one and half decades.24 The studies 
indicate that the programme has been successful in terms of its impact on 
employment generation and the wage rate. However, it has been suggested that 
the programme needs to be strengthened in the areas of planning and 
organisation.*° They have also pointed out that most of the works taken up under 
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EGS have been haphazard. They did not ensure proper integration between different 
works. For instance, considerable number of percolation tanks were taken up 
under this scheme but no determined efforts were made to utilise the water collected 
in these tanks.*° The additional employment created by the EGS resulted in higher 
earnings leading to a higher expenditure. The benefits of EGS works in the final 
analysis, have gone to a large extent to the medium and big farmers.2’ Further 
the non-payment of wages on daily wages basis has tended to exclude landless 
agricultural labourers from EGS works. The provision for only seasonal employment 
failed to attract the poorest who require work all through the year.28 Added to 
it, the EGS workers were paid the lowest of minimum agricultural wages.29 It 
is observed that there has been a gap between the number of persons who 
registered under EGS and those who actually reported for the work.2° 


The scheme of Food for Work Programme was started in April 1977 by the 
government to meet the objective of full employment. Under the scheme, food 
grains were made available to the state governments and the Union Territories 
free of costs by the government of India. The utilisation of the food was subject 
to the condition that it would result in the creation of durable community assets. 
The wages under this scheme were paid both in kind and cash. 


The evaluation of the impact of Food for Work Programme, like any other 
employment programme, reveals that it has also suffered from a number of problems. 
The Union Finance Minister, while presenting his Budget (1980-81), said that the 
Food for Work Programme had displayed certain cardinal weaknesses. In many 
cases, no attempts were made to develop an inventory of projects which would 
meet not only the local needs but also fit-in with the overall national priorities. 
There was also no firm indication about the annual allocation of food grains. He 
added ‘‘the State Governments did not make arrangements for financing the cash 
compensation of the works. The result was that they could not undertake works 
which could have led to the creation of durable assets and the building up of 
the productive potential of the areas concerned.'’?! 


The PEO evaluation study on the impact of FFWP stated that although in all 
the selected districts both the creation of additional employment and generation 
of additional income was achieved, it was reported by the beneficiaries that these 
benefits were only short term and seasonal in nature and did not provide continuous 
and regular income. It is also expressed that the benefits emanating from durable 
assets are reaching only the upper strata of the village community resulting in 
greater income disparities. The study also listed out certain problems like non- 
completion of works due to erratic supply of food grains, shortage of funds, 
misutilisation of and malpractices by contractors and so on.°? 


Commenting on the programme, the Public Accounts Committee of the Seventh 
Lok Sabha observed;33 ‘‘It has to be accepted that the administrative structure 
in the rural areas is weak. Most of the Government officials do not belong to 
the rural areas and they do not “ow the problems of the poor people. So they 
are not sympathetic to them. The fault also lies with our educational and recruitment 
policy, which has no bias in favour of the rural poor. The result is that the rural 
infrastructure is very weak. When we take up programmes in these areas, these 
irregularities happen. Even in established works like irrigation, PWD, where massive 
investments are made, we are not utilising every rupee that we are investing.’ 
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In the implementation process of FFWP defects/shortcomings were noticed. It 
has been. therefore, suitably modified and restructured and renamed as National 
Rural Employment Programme. The Programme became part of the Sixth Plan 
with a view to generate additional employment, create durable community assets 
and improve nutritional status and living conditions of the poor.34 A review of 
NREP shows that against the target of 331 million man-days employment set for 
it for the year 1982-83, it actually created 108 million man-days (32 per cent). 
Further, against a total quantity of 3,45,000 tonnes of food grains made available 
to the states under this programme, total utilisation reported is 52,900 tonnes 
(15 per cent) of the total allotment. The cash funds — both of the central and 
state share — available for this period being Rs. 313 crores, the utilisation reported 
is less than 77 crores or 24 per cent of the total allotment. The experience in 
the year 1983-84 is no better.3° According to the Planning Commission estimates 
as against the employment generation target of 322.23 million man-days set for 
the year 1983-84, the actual generation was a meagre 32.94 million man-days 
or 10.22 per cent.36 Another study observed that NREP could only provide 
employment to less than one per cent (0.9 per cent) of the working population 
among the poor households in rural India.3’ 


The same situation can also be noticed in the implementation of yet another 
scheme, viz. RLEGP. In a National Seminar on NREP and RLEGP, one of the 
participants, who is a District Collector and in charge of all the anti-poverty 
programmes including RLEGP expressed that the programme has not only failed 
to provide employment which is guaranteed under RLEGP but gave rise to social 
tensions in the rural areas. Several participants, which included senior administrators, 
endorsed this view. Further, some of them even suggested dropping the words 
“Employment Guarantee” as they failed to realise it. Some of them estimated 
that if the objectives of RLEGP i.e. guarantee of employment to one member 
of every rural landless labour household upto 100 days in a year is to be achieved, 
it would require about Rs. 7,000 crores. But the budget allotted for NREP and 
RLEGP put together roughly comes to Rs. 500 crores (7 per cent).%® 


The PEO evaluation study indicated the probable factors which may be responsible 
for obstructing the process of implementation of NREP. They are, (1) lack of political 
will, (2) lack of administrative will, e.g. dedication and commitment to the objectives 
of the programme and lack of sympathy to the rural poor and (3) lack of people's 
will in terms of unwillingness to take up and encourage such anti-poverty 
programmes. These factors play a crucial role in the implementation of the NREP 
or any anti-poverty programme.%? 


The studies on NREP observed that, though employment is generated and assets 
are built up under the programme, this does not guarantee any advancement 
either in terms of achieving the set objectives of the programme or fulfilment of 
the role of a special employment programme in an economy like ours. This is 
partly on account of the fact that the total amount spent under the programme 
is far less than the required amount. Further, the scant resource allotted can not 
achieve the objective of generation of additional gainful employment for the 
unemployed and underemployed persons in the rural areas. The second major 
objective of NREP, i.e. creation of durable assets for rural infrastructure, which 
would lead to rapid growth of rural economy and steady rise in the income levels 
of the rural poor is not likely to be achieved in a significant way. The NREP 
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did not follow any scientific procedure in the identification of infrastructural gaps 
Or in assessing the need for assets in different regions. The third objective of 
it is to improve the nutritional status and the living standards of the rural poor. 
Even this objective has not been fulfilled as the quality of food grains distributed 
under NREP was found to be poor. The lack of continuity of employment also 
resulted in limited nutritional impact.4° 


Apart from the above problems the implementation of NREP has created a 
number of additional problems in the rural areas. The main problem is that it 
further aggravated the gap between the rich and the poor. The works under 
NREP such as land development schemes and road construction were helpful 
to families who have property. The landless agricultural families who are assetless 
could not take advantage of the assets created under NREP.4’ Another major 
problem has been the involvement of contractors who come from the landed 
gentry. Although the guidelines of NREP state that the works should not be given 
to the contractors, in practice it was the contractors who managed the scheme.42 
The PEO evaluation study drew attention to this fact when they stated that a 
few state governments depended on the agency of contractors for executing the 
works.*3 Once the contractors are involved in the programme the misutilisation 
and malpractices are bound to enter the implementation. 


With regard to the sufficiency of the amount given, the tale is the same. Under 
NREP/RLEGP a large number of houses were constructed for SC/ST population, 
the usual cost of the house is Rs. 3,000. This amount is not sufficient to construct 
a durable and convenient house. For this purpose some of the SC/ST beneficiaries 
raised private loans and invested the amount on the house construction. This 
pushed them into the cobwebs of bondage.** The experience under RLEGP is 
not any better than NREP. All the problems that cropped up under NREP have 
also cropped up under RLEGP. 


The list of problems mentioned is not exhaustive but only illustrative. The more 
serious question the debate raises is whether this approach can tackle the problem 
of poverty on a lasting basis. Some of the economists maintain that employment 
generation programmes in contrast to asset oriented programmes aggravate the 
problems. This, they argue, lead to greater dependence of the poor on the rich 
instead of promoting their independence. Further, the special employment 
programmes have the propensity to create inflationary pressures in the economy 
as they generate purchasing power without commensurate supply of consumption 
of goods.** 

The major issue in this approach is whether the public works programmes can 
make an impact on long term employment. It is argued that these programmes 
generate employment but cannot sustain it in the long run. It is feared that income 
distribution in favour of the poor will not result in savings as they have a marginal 
propensity to save. This, in turn, will lead to poor investment. In such a situation 
the employment potential in subsequent rounds would be adversely affected. The 
public works, to put it in the works of A.M. Khusro, is.an optical illusion. Therefore, 
a seemingly pro-employment policy, in the final shape, may turn out to be 
counter-productive. 


The anti-poverty programme strategy — asset oriented or employment oriented 
— has growth-in-production biases. They are oblivious to social structures and 
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the consequent class configurations and relations in production and distribution. 
With the result these strategies are not in a position to check the phenomenon 
of poverty, unemployment and inequality. The experiences of asset oriented and 
public works programmes indicate their ineffectiveness in elimination of poverty 
and unemployment. This further indicates that any policy measure will not make 
a dent on rural poverty so long as the structure of agrarian relations fail to correspond 
to and make them conducive to transplanting their targeted objectives into actuals. 
In the absence of appropriate changes in the institutional structure of production 
the incremental policies of this kind are bound to fail. The changes in the structure 
will occur only when the poor become more conscious. The anti-poverty policies 
have no built-in strategy to raise the levels of consciousness. On the contrary, 
they may even blunt it by raising false hopes in the poor. The consciousness 
can contribute to the success of even the incremental policies. In the absence 
of it neither will the poor wilfully take advantage of incremental policies nor will 
the situation lead to fundamental structural changes. 
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Evolution of Food and Nutrition 
Interventions in India 


Dr. K. Subbarao 


(Extracted from a paper (p. 5-37) presented by Dr. K. Subbarao, IEG, 
New Delhi, at a seminar at Queen Elizabeth House, Oxford University, 
England, October 1987.) 


Ever since independence, India has adopted some intervention or the other 
with the intention of protecting the vulnerable poor consumers from sustaining 
shortfalls in food consumption. The earliest policy pursued during the late 1950s 
till mid-1960s comprised of providing ‘‘cheap food’’ imported under PL 480 to 
the entire urban consumers in major cities. Since producer prices ruled at prices 
lower than without PL 480 imports, producer incentives might have been blunted 
somewhat during this period. With the introduction of new technology around 
the mid-1960s, producer incentives were revamped and a positive agriculture 
price policy towards producers adopted since then is now regarded as one of 
the important factors for triggering off the green revolution. Imports under PL-480 
ceased, but the policy of untargeted urban food subsidies continued. This was 
done by ensuring renumerative prices to the producers but lower prices to the 
consumers, the difference between the two prices constituting the food subsidy. 
The subsidy cost was borne by the government. With few exceptions, untargeted 
urban food subsidies continue even today. However, since the late 1970s some 
state governments and also the central government began to experiment with 
targeted food and nutrition interventions. Thus, three stages in the evolution of 
interventions are worth noting: 


.1. protecting urban consumers via PL 480 imports; 
2. untargeted urban food subsidies via domestic procurement; and, 


3. innovative targeted interventions. This paper is devoted to a review of 
the latter two interventions. 


The Nature of Food Insecurity at the Household Level 


It is generally recognised that households below an absolute poverty line do 
suffer shortfalls in food intake of varying degree throughout the year even though 
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the existing state of knowledge does not permit an accurate measurement of 
the extent of poverty-induced undernutrition in India (Srinivasan). This normal trend- 
level shortfall in food intake of poor households often gets aggravated in years 
of drought, and even during the course of a normal year in the off-season, when 
the market clearing food prices may be expected to be beyond the reach of 
these households. The poorest of the poor (the hard-core poor) are the most 
at nutritional risk from such crop fluctuations and seasonal price escalations. In 
analysing public programmes for ensuring a minimum food intake to these 
households, it would be useful to bear in mind this distinction between trend-level 
shortfalls in food intake of poor households and those induced by crop failures 
and seasonal fluctuations in food prices. 


Public Distribution Systems may be expected to take care of regular shortfalls 
in food intake by providing restricted quantities of grains at subsidised prices 
throughout the year. However, the hard-core poor may not benefit much from 
this intervention if they are unable to buy foodgrains even at the subsidized prices. 
This indeed would be the case in drought years and in the off-seasons when 
work/income levels drop precipitously. Such acute drought-induced or seasonal 
shortfalls in tne food intake of the hard-core poor which essentially reflect insufficient 
work (and hence income/purchasing power), cannot possibly be met by PDS 
intervention alone. Supplementary interventions like any of the many types of Food 
for Work Programmes may be necessary especially in regions which are subjected 
to periodic droughts.? In addition, recognizing that women and children are more 
susceptible than others within the households, the need for programmes which 
are aimed at specific vulnerable target groups such as meal programmes for 
school children, nutrition supplements for pregnant and lactating women, etc, is 
now recognized. Any nutrition intervention programme of the government must 
recognize the many facets of food insecurity at the household level outlined above. 
While the governments in many developing countries designed a variety of nutrition 
intervention programmes aimed at different facets of food insecurity, the benefits 
as well as costs varied significantly across different programmes, and between 
countries, and even between different regions within a large country, depending 


upon the nature of the intervention, the degree of sharpness achieved in targeting, 
etc. 


Grouping Alternative Interventions 

For analytical purposes, the various nutrition interventions can be grouped 
according to whether they are aimed at attacking primarily: 

a. the price or stability problem: 

b. the income problem: and, 

c. the physical access problem. 


interventions such as trade/stock operations, or untargeted food subsidies belong 
to the first category. Various employment programmes (Food for Work, Employment 
Guarantee Scheme, etc.) fall in the second category. To the extent a part of the 
wages are paid in grains in most of these programmes, physical access problems 
is also solved to some extent. The programmes whose primary objective is attacking 
physical access problem are: complete (untargeted) or partial (targeted) public 
distribution systems; food coupons: and supplementary feeding programmes. 
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Though there is a certain degree of complementarity between these three groups 
or interventions, the need for a particular type of intervention may be more acute 
in one region or for a social group than another or at a particular point in time. 
Hence these groups or interventions deserve separate analysis. In this paper, 
we focus attention on interventions aimed at attacking the income and physical 
access problems, under three broad categories: 


1. Public Distribution Systems; 
2. Various Public Employment Programmes; and, 
3. Other Special Feeding Programmes. 


This review thus covers India’s experience roughly since the mid-1960s to 
mid-1980s. 


Public Distribution System (PDS): Access and Off-take 


PDS can be either (a) targeted or (b) untargeted. Formal targeting implies a 
partial public distribution system to specific classes/income groups. With a few 
exceptions, PDS in India has been an untargeted policy intervention largely confined 
to the entire urban population in terms of effective supply of grain. 


The quantity of foodgrains channeled through PDS rose from 4.6 million tonnes 
(about 8% of net availability) during 1951-55 to 14.2 million tonnes (11.8% of 
net availability) during 1981-85.° As a proportion to marketed surplus, the 
quantities distributed through PDS never exceeded 20% even in 1981 for the 
country as a whole. However, in some states such as Andhra Pradesh, PDS supply 
in recent years would have reached close to 50% of the marketed supply of 
rice of the state. The number of distribution outlets rose impressively (especially 
in rural areas) from 47,000 in 1961 to 3,22,000 in 1985, However, the quantity 
distributed to rural and urban areas cannot be surmised from the spread of 
distribution outlets. As of today, no firm data are available about the relative shares 
of rural and urban areas in the total quantity distributed through PDS.* For the 


‘country as a whole, George (1984) estimated that the offtake in the urban areas 


was about 85 percent of the total offtake in 1981, but this proportion may have 
fallen somewhat during the last three years. 


Even though PDS coverage in terms of quantity supplied is poor for the rural 
areas, a substantial proportion of the beneficiaries of PDS both in the urban and 
also in the rural areas (wherever grain reached) appear to be the low income 
groups. According to a recent evaluation of PDS in India by the Planning Commission 
(PEO, 1985), as much as 84% and 60% of the ration-users in the rural and urban 
areas respectively belonged to the low income groups (Rs. 600 per month or 
less). Unfortunately this study does not measure household income in per capita 
terms; hence accurate assessment of how much of the ‘“‘low income groups’ 
in fact belonged to the ‘‘poverty’’ groups is difficult. However, following the Planning 
Commission, if we assume a family size of 5, and extrapolate their per capita 
poverty income level to 1980-82 price level, (the reference years of PEO evaluation), 
all households below a monthly income range of roughly Rs. 300 may be regarded 
as poor. This corresponds to the first column in Table 3. As can be seen from 
this table, nearly 50 to 70 per cent of ration users in rural areas and 20 to 30 
per cent in urban areas belonged to the poverty groups. It is of course not possible 
to further disaggregate and assess the proportion of users belonging to ‘‘hard- 
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core’ poverty. In some states a certain degree of self targeting may be occurring 
due to the poor quality of grains supplied and/or long queues. Data limitations 
prevent further probing into this aspect. In a few states, governments are consciously 
practising targeting, — some effectively than others — as the following discussion 


indicates. 


Table - 2 
Nutritional Status of Children (1 — 5 Years) by Weight-For-Age (Percentage) 


Malnourishment 
State 
Normal Mild Moderate Severe 

1975-79 82 1975-79 82 1975-79 ‘82 1975-79 82 
Kerala 16.4 31.8 45.3 49.3 SENS 17.4 4.8 15 
Tamil Nadu 14.6 16.1 43.6 441 25.3 34.6 6.5 5.2 
Karnataka 9.9 13.8 43.0 43.4 39.4 37.2 vos 5.6 
Andhra Pradesh 13.3 12.6 42.2 43.0 36.7 38.5 7.8 5.9 
Maharashtra 9.3 13.6 37.4 38.8 42.0 40.7 tase 6.9 
Gujarat 9.8 11.7 37.8 28.7 43.0 44.4 9.4 15.2 
Madhya Pradesh 12.0 — 36.3 _ 40.2 -- 11.5 _ 
Orissa 15.3 13.0 42.1 35.8 3a:3 42.3 9.3 8.9 
West Bengal 10.6 21.3 43.0 55.7 39.8 23.0 6.6 0.0 


Uttar Pradesh 18.8 _ 48.3 = 26.8 —_ 6.1 — 


Source: National Nutritional Monitoring Bureau, as quoted in UNICEF. 


Of the four States (Kerala, Gujarat, Tamil Nadu and Andhra Pradesh) where 
PDS coverage has been extended to the rural areas more effectively, the experience 
of Kerala is well documented. Kerala is perhaps the earliest State to extend PDS 
coverage to the entire rural area. Nearly half of the total cereal supplies and 
one-third of calorie-intake were obtained from PDS in Kerala (George, 1983). The 
Andhra Pradesh government has extended the PDS to the entire rural area since 
1983,° but the scheme suffered from poor targeting. Although the original intention 
was to provide rice at a subsidised price of Rs. 2 a kilo only to the households 
below the poverty line, the coverage of the scheme was unfortunately broadened 
to include families with household income upto Rs. 6,000 (at 1982-83 prices) per 
annum. Serious problems arose in implementation so that the households 
enumerated to be eligible for the scheme nearly equalled the total rural population 
of the State. Although a drive was launched to eliminate ineligible households, 
nearly 86% of the rural households continue to be beneficiaries of the PDS — 


clearly a much higher proportion than the population below the poverty line which 
was 37% in 1983/84. 


Evaluations of PDS 


PDS was evaluated at the all-India level, and also at the state-level. The best 
known all-India level evaluation is that of P. Scandizzo and G. Swamy (SS). They 
used the social demand framework for computing benefits as changes in private 
consumer surplus with some social premium added for the reduction of mainutrition 
and costs as negative change in producer surplus and net government cost of 
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PDS, on the assumption that a// urban consumers received the food ration which 
was by and large the case for the reference year of their Study (i.e. 1973-74). 
Despite leakage of benefits to unintended beneficiaries and high procurement 
and distribution costs, the social benefit cost ratio estimated by SS for PDS was 
positive but not impressive. 


Table - 3 
Distribution of Households Drawing PDS Rations by Monthly Income Status 
(Percentage Totals) (1980-82) 


States lee Ur ae et a ree 
Rs. 300 Rs. 301 Rs. 600 Rs. 300 Rs, 301 Rs. 600 
& below to 600 & above & below to 600 & above 

Northern 

Punjab 30.0 55.0 15.0 30.0 52.5 17.5 

Haryana 22.5 50.0 27.5 7.5 60.0 32.5 

Uttar Pradesh 32.5 47.5 20.0 10.0 70.0 20.0 

Jammu & 

Kashmir 55.0 30.0 15.0 10.0 45.0 45.0 
Eastern 

West Bengal 50.0 40.0 10.0 22.5 37.5 40.0 

Orissa 77.5 22.5 — 30.0 55.0 15.0 

Bihar 47.5 ra fe 15.0 20.0 25.0 55.0 
Southern 

Andhra Pradesh 49.1 35.3 15.5 27.5 32.5 40.0 

Tamil Nadu nS 17.5 5.0 22.5 40.0 37.5 

Karnataka 67.5 25.0 7.5 125 42.5 45.0 

Kerala 50.0 42.0 8.0 22.8 60.0 7.1 
Western 

Gujarat 45.0 27.5 27.5 17.5 30.0 17.5 

Maharashtra 37.5 45.0 17.5 5.0 45.0 50.0 
Central 

Rajasthan 45.0 32.5 22.5 12.5 40.0 47.5 

Madhya Pradesh 37.5 22.5 42.0 Tmo 37.5 50.0 
Other Hill States 

Himachal 

Pradesh 30.0 37.5 32.5 5.0 30.0 65.0 

Tripura 3 I 53.3 13.3 20.0 25.0 55.0 

Manipur 40.0 45.0 5.0 10.0 30.0 60.0 


Source: PED (1985). 


The best known state-level evaluation of PDS is that of P.S. George for Kerala. 
George estimated the benefits and costs of PDS in Kerala by comparing the 
prevailing situation with the hypothetical situation without PDS conceptualising the 
gains in terms of real income shifts. Among the costs, George included both 
direct costs (cash expenditures incurred by the State Government) and indirect 
costs which consisted of a number of elements including concessional rates of 
interest (subsidy) for foodgrain purchases, For estimating net gains from PDS; 
the hypothetical situation without PDS was conceptualised as follows. Given the 
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supply and demand elasticities of foodgrains for India, the market clearing price 
in the absence of PDS intervention was assumed to be lower than when PDS 
existed. The implicit assumption is that there is no free trade in rice. It was postulated 
that the net gains from PDS would therefore have two components: one 
corresponding to the purchases from the ration shops, and the other corresponding 
to the open market purchases. When PDS is abolished, there will be additional 
expenses for the consumers earlier buying from the PDS ration shops and some 
savings for the consumers earlier buying from the open market. George estimated 
these for 1980-81 and derived the net income gains owing to PDS. When these 
gains are set against direct costs, the B/C ratio (unweighted) turned out to be 
1:63. The ratio dropped to 1:16 when indirect costs such as interest subsidy on 
foodgrain purchasers were also included. 


George also evaluated the ‘‘outcome”’ in terms of nutritional impact. Using the 
data on purchases from fair price shops, the prevailing price levels, and the NSS 
estimates of calorie-intake, George conducted a simulation exercise to derive the 
magnitude of adverse impact on nutrition should PDS be withdrawn. The drop 
in calories ranged from 46 calories (from 2,241 to 2,195 calories, or 17.7%) for 
the low income groups in Kerala. Clearly, the contribution of PDS to raising the 
nutritional standard of poor households has been substantial. 


The above finding that PDS contributed positively to the welfare gains in the 
Kerala state needs to be interpreted with caution because these gains for the 
Kerala consumers could as well have been realised at the expense of poor 
consumers in other parts of the country. This is because, as shown by Subbarao 
(1978), the combination of policies such as procurement and pricing led to an 
increase in the free market price of foodgrains in the deficit pockets in other parts 
of the country not served by PDS, resulting in a decline of real income of poverty 
groups in these deficit pockets. Therefore, while Kerala consumers undoubtedly 
realised welfare gains from PDS, it would be difficult to draw any inferences for 
the welfare position of the poverty groups in the country as a whole. 


Andhra’s Rice Scheme 


A reference has already been made to the poor targeting of this scheme which 
was introduced in 1983/84. It is too early to draw any inferences regarding the 
‘outcome’ in terms of nutritional impact. One can only make a qualitative assessment 
at this stage, including some remarks on its cost effectiveness. 


During 1985-86, 80% of rural households were supplied about 15 Kg of rice 
per month at the rate of Rs. 2 a Kg, as against the ruling market price of Rs. 
2.86 for a comparable variety of rice. The government distributed 1.8 million tonnes 
of rice, (about 24% of the state’s output of rice) a substantial proportion of which 
was procured from rice millers on whom a levy was imposed. The levy rice, which 
amounted to more than one-third of the marketed surplus of rice, was procured 
at levy prices which were considerably lower than market prices. Once the levy 
quota rice was delivered, millers were let free to sell the residual anywhere in 


the country at any price. For assessing the gains from PDS in terms of income 
transfer, three prices are relevant: 


P" = the hypothetical free market price that would have prevailed 
in the absence of PDS intervention: 
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P1 
Po 


residual free market price with PDS intervention: and. 
the subsidised ration price. 


ll 


Denoting the total quantity bought by a household as Q. and the proportion 
bought from PDS as x , the gains from PDS for that household conceptualised 
as income transfer would be equal to: 


ee OQ) =" (P2 ee aye (PF (4 ec) Cle 


if free trade in rice were permitted, then it is reasonable to assume P* = P1. 
in which case it is easy to compute income gains as follows: 


GAY) a (P2cetan at -P1Q.(1.- < )) 3.is (P1 = P2). ¢ Q, 


However, if free trade in rice were not permitted, Hayami, Subbarao and Otsuka 
have shown that within a range of demand and supply elasticities relevant for 
India, P1 may be expected to be both higher and unstable than P’*. i.e. the 
price that would have ruled in the absence of government procurement and 
distribution. If this be so, the gains from PDS could at least be partly neutralised 
because P* = P1. In other words, if the residual market price had gone up 
due to the PDS intervention, the possibility that the gains from the PDS purchases 
could be eroded by income losses for the non-levy purchases of the poor in 
the residual market, thus rendering the whole scheme counter-productive, could 
not be ruled out. 


In this paper, income gains from PDS in Andhra are computed assuming P* 
= P1. It should be stressed that the income gains thus estimated be regarded 
as the upper bound. During 1985/86 P1 was Rs. 2.86 and P2 was Rs. 2. The 
computed income gains per month per household could be equal to 15 x (Rs. 
2.86 — Rs. 2) = Rs. 12.90 or Rs. 13 per month for 15 kgs, the quantity supplied 
through PDS. Now let us examine the government costs incurred in transferring 
these gains to the consumers. The total administrative costs plus the difference 
between the purchase and sale price (subsidy) worked out to Rs. 0.90 per Kg 
of rice distributed, or Rs. 14 or 15 Kg per month. Since the income gain transferred 
to the consumers amounted to Rs. 13, the unweighted benefit cost ratio works 
out to 0.93. It may be stressed that distributional weighting is irrelevant in this 
context, because virtually the poor and the non-poor have had access to the PDS. 


It is arguable that the B/C ratio would have been more favourable if the scheme 
were sharply targeted to the poor in which case some distributional weighting 
could have become relevant. Aggregate subsidy cost could also have been kept 
within limits. However, the ‘moderately poor’ appear to have benefited more than 
the ‘hard-core’ poor for other reasons. For instance, the PDS shops allowed the 
consumers to draw rations only twice or thrice a month so that most hard-core 
poor who earn their wages on a daily basis found the scheme not tailored to 
their situation. There were reports that some families of the hard-core poor borrowed 
from money-lenders to buy grain from ration shops in which case a part of the 
PDS gains to the poor were eroded if not transferred to the money-lenders. Further, 
there are at least 3 million households in Andhra Pradesh (15 million people) 
at the bottom decile of the population who cannot afford to buy grains even at 
Rs. 2 a Kg owing to their very low purchasing power/income. In view of these 
considerations, the argument for distributional weighting seemed unwarranted. 
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Limitation of PDS Evaluations 

It is well known that both costs and benefits are highly sensitive to the assumptions 
underlying different methodologies. All cost-benefit evaluations suffer from a few 
common problems. First, in evaluating the benefits, most studies give detailed 
data on ‘“‘output’’ but little information on ‘‘outcome’’. Thus, while the benefit (output) 
of the Public Distribution System conceptualised as income transfer, is estimated, 
the ultimate outcome in terms of nutritional impact (improvement) is rarely estimated. 
An inherent difficulty relates to the designing of reliable indicators of nutrition, 
the disentangling that part of the changes in these indicators ascribable to the 
intervention under evaluation. Second, any scheme of distributional weighting 
necessarily involves some degree of arbitrariness, and the results are fairly sensitive 
to the weights (explicit or implicit) used. Third, intervention programmes such as 
the Public Distribution System (PDS) are often a combination of different policies 
including trade policies, procurement, pricing and public distribution policies. As 
such, it is not very meaningful to analyse one particular policy (PDS) in isolation; 
it is more instructive to consider the effects of total policy regimes rather than 
one segment of a policy regime. Finally, these evaluations are traditionally cast 
in terms of partial equilibrium welfare analysis, and assume that no consequences 
occur other than the first round direct effects from the PDS intervention. The final 
result after the general equilibrium consequences are left through the system, 
cannot in any case be even clearly defined much less estimated. 


Apart from these methodological problems, most studies generally assume that 
a predominantly urban-oriented PDS will exert no upward pressure on the free 
market prices in the rural areas, and consequently would not adversely affect 
the real incomes of the rural poor (landless in particular) who have had no access 
to PDS in most parts of the country. With the ceasing of PL 480 imports, and 
virtually no free trade in rice at the moment, the above assumption is counter- 
factual; hence the computed B/C ratios are overestimates. 


Evaluation of Food for Works Programmes 


Employment generation against payment of wages in kind (food) through public 
works has a long history in India. The programmes began essentially as a part 
of the famine relief works. With the accumulation of ‘‘surplus’’ food stocks since 
the late 1970s, their role in employment generation is being expanded, and a 
variety of schemes are now being implemented in different states. However, these 
are as yet no benefit/cost ratios of employment programmes in India. Maharashtra’s 
Employment Guarantee Scheme (EGS) has been the focus of considerable research. 
As for the two national-level programmes, viz. National Rural Employment 
Programme (NREP) and Rural Landless Employment Guarantee Programme 
(RLEGP), these are a few good state-level evaluations, though no benefit/costs 
ratios were computed. The rest of this section is devoted to a critical assessment 
of the coverage and impact of these three schemes. 


(a) Maharashtra’s Employment Guarantee Scheme (EGS) ~ 


EGS was introduced in Maharashtra in 1972/73. Initially the scheme did not 
have much of an impact as its operation was confined to the scarcity-affected 
areas, It has evolved significantly since then and is now being implemented 
intensively On a state-wide basis. The scheme is basically aimed at providing 
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guaranteed employment to all those willing to work at wages somewhat lower 
than the going market wages. It was expected that this would ensure self-targeting 
inasmuch as only the very needy would agree to work. A part of the wage was 
paid in foodgrains at the beginning but since 1983 kind wage payment was 
suspended largely due to administrative difficulties. To this extent its character 
has changed from ‘‘food for work’’ programme to a ‘‘works programme’. An 
interesting feature of this scheme is that the funds necessary for running the scheme 
are raised by taxing those who are employed; so the scheme is self-propelling. 
The state government makes a matching contribution equal to the taxes levied 
each year. A number of scholars evaluated this scheme which attracted nation- 
wide publicity. 


The two well-known early evaluations of the EGS are those by (i) PEO (Planning 
Commission) and (ii) Mrs. K. Dandekar. With respect to both targeting and impact 
on poverty groups, the findings of these two.evaluations differed. While the PEO 
study concluded that the EGS was more successful in providing continuous 
employment to the non-target groups, Dandekar concluded that EGS made an 
appreciable impact on the employment situation of the ‘‘weaker sections’ defined 
as landless workers, and 10% of the smallest cultivators. An important difference 
between the two studies is that while Dandekar considered the economic status 
of only sample workers on the projects, the PEO study considered not only those 
who were employed, but also those who were still ‘‘available’’ for such work. 
The PEO procedure appears to be more appropriate in assessing the impact 
on the poverty groups, so that there is some basis for the presumption that the 
“hard-core poor’’ benefited somewhat less than the ‘“‘moderately poor’, at least 
in the initial years of the EGS. 


The mode of wage payment and nutritional impact of EGS deserve a discussion. 
As already pointed out, till 1983 foodgrains were distributed at subsidized prices 
as a part of wages under EGS. Dandekar has shown that whereas the average 
earnings of a husband and wife team could, with the inclusion of the food component 
of the wages, take care of the nutritional requirements of 1 1/2 dependents, their 
cash wages could meet the requirements of only 0.5 dependents when the food 
component was removed. In view of this finding, it is unfortunate that food component 
was removed because of the inability to cope with administrative problems 
presumably due to the build-up of the demand for EGS works, discussed below. 


Over the years, the demand for EGS work has been rising (see Table 4). Measured 
in terms of man-days of employment, EGS demand has been growing at a 
compound rate of 3.8% per annum over the period 1975-76 to 1985-86. Projections 
of labour force (15-59 age group) for the period 1981-82 to 1985-86 indicate 
a growth of 1.9% per annum. The daily labour attendance at EGS works has 
been growing at about the same rate (1.88%) as the growth of labour force in 
the state. 

Given the growing size of the programme and its fairly long continuity, it would 
be interesting to explore to what extent the scheme contributed to a reduction 
in unemployment, essentially as a second-best approach since estimating its 
contribution to a reduction in malnutrition is impossible. For either purpose the 
best method is of course to compare over time EGS and non-EGS villages/districts 
which are otherwise (agro-climatically) similar. Unfortunately the data base, though 
available in the country®, is not easily accessible. Again as a second best we 
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compared Maharashtra’s daily status rural unemployment rate, with those of 
Karnataka which is geographically contiguous and agro-climatically similar with 
a substantial proportion of drought-prone region. Since females participated in 
EGS in large numbers, we have shown these rates separately for Males and Females 
in Table 5. The daily status rate is considered as the most appropriate index 
not only because it gives the most accurate picture of unemployment (Dantwala; 
Raj Krishna), but more importantly because the same period (January to June) 
was used as the reference period in all the three Rounds which renders comparison 
over the rounds less questianable. As can be seen from this table, with respect 
to Males, the decline in unemployment rates achieved by Maharashtra over the 
period 1973-83 was undoubtedly most impressive in Comparison with Karnataka 
and all-India where practically no change was recorded. Even with respect to 
Females, Maharashtra’s performance was more impressive than that of Karnataka 


and all-India. 


Table - 4 
EGS Employment, Expenditure and Cost Per Man-day of Employment Generated 
1972/73 — 1985/86 


Man-day of Expenditure Rs./man-day of At 1970-71 prices 
employment Rs. million employment 
generated (million) generated at current 
prices 

1972-73 4.5 18.8 4.2 3.5 
1973-74 5.1 18.9 3.7 2.3 
1974-75 48.1 137.2 2.9 WF 
1975-76 199.5 346.1 3.2 2.0 
1976-77 133.2 511.0 3.8 2.1 
1977-78 115.3 515.4 3.8 wid 
1978-79 163.5 741.7 4.5 2.4 
1979-80 205.4 1092.3 5.3 2.3 
1980-81 TANS 1221.2 7.1 2.6 
1981-82 156.0 1261.7 8.1 2.9 
1982-83 128.0 1309.3 10.2 3.5 
1983-84 164.5 1849.5 11.2 3.5 
1984-85 178.0 2291.8 12.9 3.7 
1985-86 186.6 2450.0* 13.1 3.7 


* Deflated by Index Nos. of Wholesale Prices (Base 70-71) Economic Survey (S-48) 86-87. 


Sources: Annual Plan 1986-87, Part |, Maharashtra State, 
Government of Maharashtra, Planning Department. 


The very success of the programme in making a dent on the unemployment 
rate is also its chief weakness inasmuch as its present massiveness is raising 
doubts on its long-run sustainability. Dantwala pointed out that the scheme should 
be regarded as ‘‘successful’’ if it withered away over a decade as normal 
developmental activities generate adequate employment. It did not. A decade 
after EGS implementation, economic rehabilitation of the rural poor on a permanent 
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basis via normal developmental activities appears to be a distant goal. The unabated 
building up of the demand for EGS work far in excess of its absorptive capacity 
led to inefficiencies, corruption (manipulation of muster rolls), a decline in wage 
rates, and a general lack of discipline at the work-site, and special difficulties 
in maintaining order and work effort levels with female labourers who constituted 
the bulk of EGS work force — all contributing to a dilution of the productivity 
norms such as they are. (Lieberman) Preservation of technical standards was 
affected by the conditions that were beyond the control of the field officers, owing 
essentially to the administrative bottlenecks arising out of the increasing size of 
the programme. 


Table - 5 
Daily Status Unemployment Rates* For Males and Females, 1973, 1978 and 1983 (%) 


National Sample Surveys 


27th Round 32nd Round 38th Round 
1973 1978 1983 
Males 
Maharashtra 5.60 3.44 3.99 
Karnataka 4.65 4.48 4.69 
All-India 4.75 4.45 4.79 
Females 
Maharashtra 5.93 4.09 2.69 
Karnataka 4.64 4.07 3.15 
All-India 3.70 2.45 2.52 


* Unemployed days during the reference week as a proportion of total number of working days. 
Source: Computed from Sarvekhana, Vol. IX (4), April 1986 


The growing demand for EGS work is also reflected in the gradual decline 
of seasonality in labour attendance at EGS work-site. During the 1970s the demand 
for EGS work was high during the off-season months of January-May, and low 
during the main crop season (see Table 6). But by 1985-86, a roughly equal 
number of labourers turned up at the work sites during every month of the year. 
The decline in seasonality, and the unabated growth of attendance suggests that 
the scheme has outreached itself in extending guarantee of employment to too 
many people thereby affecting productivity and sharp targeting. 


Apart from the problem of rising demand, there is some evidence from evaluations 
of wrong locations, delays in the execution of works, and the incomplete nature 
of many works, largely attributed to political interference. To what extent this reduced 
the overall effectiveness of the programme in reaching the poor is difficult to guess. 


We finally turn to the cost-effectiveness of the programme. Data shown in Table 
2 (Col. 3 and 4) show that the real cost per man-day of employment generated 
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fell upto the late 1970s, but again rose gradually over the 1980s. It is difficult 
to infer the behaviour of cost of employment generation over time because the 
cost per man-day of employment is also influenced by the nature of the works 
chosen, which is not easily amenable to quantification. 


Table - 6 


Year-wise and Month-wise Average Daily Labour Attendance under the EGS 
(Figures in 1000s) 


SS eee ee 


Months 1980-81 1981-82 1982-83 1983-84 1984-85 1985-86 
April 920 906 570 771 607 750 
May 862 823 454 814 623 820 
June 586 616 403 803 599 765 
July 395 480 351 648 526 515 
August 351 442 394 438 473 476 
September 348 382 447 321 601 587 
October 306 334 386 282 469 549 
November 349 291 371 291 475 502 
December 480 423 457 472 590 699 
January 645 489 501 561 616 611 
February 726 500 556 630 748 597 
March 875 556 728 595 755 613 


 ———— 


Source: Annual Plan, 1986-87, Maharashtra State, Part One, 
Government of Maharashtra, Planning Department. 


Another way of considering the cost effectiveness of EGS is to compare it with 
a similar programme, viz. RLEGP, which began in 1983/84. For the three years, 
1983/84 to 1985/86, for which data are available, the cost per man-day of 
employment for the two programmes are as follows: 


Table - 7 
Cost Per Man-day of Employment 


EGS RLEGP* 
1983-84 11.2 9.4 
1984-85 12.9 11.3 
1985-86 13.1 16.5 
Average 12.1 12.4 


" Including the cost of food component 


Source: Computed from Annual Plan, Maharashtra State, 1986-87 
and the Annual Reports 1985-86 and 1986-87 
of the Ministry of Rural Development. 


Clearly, EGS compares favourably with the central programme of RLEGP. 
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Notwithstanding some of the emerging problems discussed above, EGS will 
remain a pioneering and innovative anti- poverty programme and its achievements 
should not be minimized. With respect to the method of financing of the scheme, 
its coverage, its impact and the organisational inputs that went into the scheme 
for mobilization of several thousands of unskilled workers often in remote locations, 
the scheme stands out as a unique experiment in employment generation. 


(b)The National Rural Employment Scheme (NREP) and the Rural Landless 
Employment Guarantee Scheme (RLEGP) 


These two nation-wide programmes replaced the 1977 Food for Work Programme. 
NREP was launched in 1980 and RLEGP in 1983/84. The purpose of both 
programmes is the same: utilise the foodgrain surplus to employ under-employed 
rural labour to create productive assets. While the works provided temporary 
employment to tide over seasonal troughs, the created assets were expected to 
provide permanent employment. The main distinguishing feature between NREP 
and RLEGP is the employment guarantee element in the latter for one member 
of rural landless family for 100 days in a year. These programmes can be assessed 
in terms of their (a) direct benefits (output), viz. the nature and duration of employment 
generated, and (b) indirect benefits (outcome) as reflected in nutritional improvement, 
asset creation, etc. Though benefit/cost analysis is difficult and of dubious value 
owing to the inherent difficulty in quantification of multiple (direct and indirect) 
benefits flowing from these programmes, it is possible to assess the behaviour 
of cost per man-day of employment generated over time. 


Nature and Duration of Employment Generated 


In terms of absolute amount of employment generated, a clearly declining trend 
is noticeable for both NREP and RLEGP (see Table 8), in sharp contrast to EGS 
experience discussed above. Even during 1986/87, it is expected that NREP and 
RLEGP would generate no more than 250 million and 236 million man-days of 
employment respectively in the country as a whole, in comparison with nearly 
200 million man-days via EGS in one state. 


For assessing the employment generated by these programmes in addition to 
what was generated by normal development activities, the data released by the 
Ministry of Rural Development are not helpful. Some of the state-level evaluations 
looked into this aspect, and pointed out that their role was negligible. Thus, in 
Karnataka, Uttar Pradesh and Assam, NREP provided no more than 8 to 10% 
of employment in addition to what was generated by the normal developmental 
activities. As for RLEGP, 100 days of guaranteed employment was not generated 
in most of the states whose experience was evaluated. In fact, in the tribal districts 
of Madhya Pradesh, no more than 15 days of employment was offered under 
RLEGP. Although it is difficult to draw a macro picture from state-level evaluations, 
it appears that the total employment generated by both programmes together 
ranged between 15 days to 45 days per worker per annum in different states, 
or about 8 to 18% of total employment. In most states even this employment 
for a few days was not continuous but sporadic. 


Because the magnitude of employment generated via NREP and RLEGP was 
low compared to growth-induced employment, it is unlikely that these programmes 
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Table - 8 


Employment Generated, and Cost per Man-day of Employment 
under NREP and RLEGP 


1981-82 82-83 83-84 84-85 85-86 86-87" 


NREP 
Total employment generated 

(million man-days) 354.52 351.2 302.76 353.12 316.0. 256.3 
Total cash expenditure 

(Rs. million) 3184.8 3916.2 3928.9 5014.8 5300.0 3960.0 


Quantity of foodgrains 
distributed (million metric 


tonnes) 0.233 0.172 0.147 0.171 0.581 0.788 
Per Man-day 
Cash expenditure (Rs) 8.98 11.28 12.98 14.2 16.77 17.7 
Cash expenditure in real terms 

in Rs. (at 1980-81 prices) 8.26 10.12 10.65 11.21 11.46 -- 
Foodgrain component (kg.) 0.66 0.49 0.49 0.48 1.84 3.1 


Wage cost (including the 
inputed value of 


foodgrains) in Rs. 5.63 7.74 8.16 8.92 11.6 14.2 
Wage cost in real terms 

(at 1980-81 prices Rs.) 5.15 6.97 6.70 6.70 7.9 — 
Material cost as a % of 

total cost 37.6 30.7 37.6 39.6 upto 50% upto 50% 
‘Cost per manday (cash 

expenditure + foodgrains) 10.0 12.0 13.7 15.0 20.0 23.10 
Cost Per Manday at 1980-81 
Prices 9.0 10.2 10.6 11.0 13.7 _ 
RLEGP ** 
Total employment generated 

(million man-days) 5.196 255.20 231.88 175.13 
Cash expenditure 

(Rs. millions) 62.109 3717.263 4375.50 3536.70 
Foodgrains (metric tonnes) 1483 108305 399000 442000 
Per Man-day 
Cash expenditure (Rs.) 11.95 14.57 18.9 20.20 
Cash at 1980-81 prices 9.28 10.64 12.92 - 
Foodgrain component per 

man-day (kg) 0.285 0.42 1.72 2.53 
Cost per man-day 

(cash + foodgrain) 12.40 15.30 22.00 24.60 
Cost at 1980-81 prices 9.60 11.20 15.0 —- 


“ Upto December 1986. 
** Detailed break-up of total cost into wage and non-wage component is not available. 
Sources: Computed from CAARD Report 
Annual Report of the Ministry of Rural Development, 19885. 
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may have contributed to the tightening of the labour market. That would have 
occurred if fhe employment offered had been substantial and the wage rate had 
been close to that offered by the market. In fact, most of the evaluations (Assam 
and Gujarat in particular) pointed out that the NREP wage rates were way below 
the market wage rates; they were even lower than the minimum wages legislated 
by the government. The wage cost (including the inputted value of foodgrains) 
per man-day of employment aggregated for the country as a whole which was 
about Rs. 9 in 1985/86 remained unchanged over the years 1982/83-1985/86 
whereas the minimum wage in most states and market wage in some states was 
higher than this amount. For example, in Assam agricultural labour were earning 
Rs. 14 per day as against Rs. 8 offered by NREP which was lower than the 
minimum wage of about Rs. 11. In Gujarat, Hirway reported that in the same 
district, two different wages (Rs. 4 and Rs. 6 per day) were prevalent in two 
different taluks (sub-divisions of a district). For the state as a whole, NREP wages 
actually paid ranged between Rs. 4 to Rs. 9 per man-day across Taluks which 
were lower than both minimum wages and market wages. 


It may be argued that low wage rates would ensure self-targeting of the scheme 
inasmuch as the very poor alone would be attracted to the scheme. But this 
assumption is not vindicated by the evaluations. The very poor felt that the nature 
of the work offered to them at the work-site was the arduous, earth-moving variety 
and ‘‘full three meals'’ a day were needed to do the work assigned to them, 
whereas the non-poor were being assigned ‘'‘lighter’’ jobs. In brief, uniform wages 
were paid for all kinds of work — more arduous and light. In Assam, nearly 40% 
to 50% of the reported workers belonged to the non-poor families. Most of them 
were students (who wanted to augment their pocket money),’ and were assigned 
“‘lighter’’ jobs. There were also other irregularities and long delays in wage payment 
which discouraged the poor adult workers from taking advantage of the scheme. 


Nutritional Impact 


As already noted, in relation to employment and income generated by normal 
developmental activities, NREP’s role was insignificant. At least some of the benefits 
of employment offered spilled to the non-poor in many states. In relation to the 
available foodgrains, the foodgrain component of these schemes was rather small 
(see Table 8). The mismatch between the grains demanded (rice and coarse grains) 
and the grains supplied (predominantly wheat) was an important reason for the 
poor off-take of the food component. There were other problems such as the 
poor quality of grains which increased with the size of the programme. On the 
whole, the objective of improvement of nutritional status of the target groups via 
kind wages does not appear to have been realised so far. But the potential for 
improving the nutritional status does exist provided the practical problems associated 
with payment of kind wages are sorted out and the programmes are sharply 
targeted towards the poor (especially female workers). However, if the prevailing 
practice of ‘‘thrusting’’ available wheat on the poor via work programmes continues 
without examining the structure of their demand, in all likelihood the poor may 
sell wheat in the market (as it happened in Bangladesh’), in which case the 
transaction costs of selling wheat would further reduce the real valye of the already 
low wage. In sum, unless the policy of kind wage payment is carefully monitored 
in accordance with the needs of the poor, and more women workers are attracted 
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to the scheme (as in the case of EGS), little nutritional impact should be expected 
from the food component of wages. 


Assets Generated | phi 
The utility of assets created can be analysed from three points of views: 


4. whether or not they help in generating secondary employment effects 
so that eventually the demand for work programmes Is reduced; 


b. whether the poor workers can derive direct benefits from the assets created; 
and, 
c. whether the quality of the work is really such as to render them durable. 


lf the programme is used for such activities as minor irrigation, and in soil and 
water management works, then the first expectation of secondary permanent 
employment can be fulfilled. By contrast, an office building for a village panchayat 
may have little multiplier employment effects. Unfortunately, the trend appears 
to be a reduction in the emphasis on schemes such as minor Irrigation (whose 
coverage, for example, declined from 3,85,000 hectares in 1980/81 to 55,000 
hectares in 1984/85, and an increase in works like panchayat buildings which 
are also material intensive, emphasis on community works such as the renovation 
of village tank is diminishing.° 


From the second point of view, the shift in emphasis especially under RLEGP 
assets from road building (which accounted for 55.5% of activity in Sixth Plan) 
to houses for scheduled castes and tribes expected to be of direct benefit to 
the poor. In order to help the poor in fuel-wood and fodder, 20% of the funds 
under RLEGP are now reserved for social forestry and afforestation programmes. 
The reported move to involve people and voluntary agencies in particular to identify 
specific beneficiaries for the grant of ‘‘tree-lease-deeds’’ is also a welcome 
development, but the progress on this front is not Known. 


As for durability, given the low proportion of material component in the expenditure 
(35 to 40%), it is not surprising that most assets were found to be of poor quality. 
Moreover, Gujarat evaluation pointed out that many assets created were not 
expected to be durable. Recently the material/wage ratio has been raised but 
the implication of this is that while the quality of works may improve, the employment 
impact may be reduced because only fewer man-days can be generated with 
a given budget allocation as indeed has been the case during the last two years. 


The major flaws in the selection of projects have been that they were not based 
on an initial assessment of infrastructural gaps in the villages/blocks; they were 
not integrated with the agricultural development of the region, nor with its ecology; 
quality of the assets was poor; most of them were not community assets and 
so they could not be owned and run by the poor; and substantial direct benefits 
from infrastructure creation presumably accrued proportionately more to the 
landowners than to other classes in the village. However, there were some important 
positive indirect benefits shared by all. For example, Assam study had shown 
that following the road links to the hinterland villages, it enabled children of these 
villages to go to the nearest schools, and also enabled officials (extension workers 


in particular) to visit remote villages more frequently. The constructed school buildings 
were fully utilised. 
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Cost effectiveness 


Finally, we turn to an analysis of the costs incurred for generating a man-day 
of employment. As can be seen from Table 8, the foodgrains component of wages 
has been steadily rising in both NREP and RLEGP. Cash expenditure per man-day 
under. NREP has risen in real terms by 39%, and the real wage cost by 53% 
during 1980/81 — 1985/86. In order to ensure the quality of the assets generated. 
the material component has been allowed to go upto 50% of total cost. Since 
nominal costs of every component are rising faster than inflation, financial provisions 
higher than originally proposed in the Seventh Plan would be required in successive 
annual plans to ensure realisation of the targets of man-days of employment set 
in the Plan. 


How does cost per man-day of employment under NREP compare with the 
cost of an additional man-day of employment generated via normal developmental 
activities? During the Seventh Plan, Rs. 105,736.2 million was provided for 
agricultural crop and non-crop activities, and Rs. 169,786.5 million for major, medium 
and minor irrigation and flood control. A total Plan outlay of 275,522.7 million 
over a period of five years was projected to generate 17.984 million standard 
persons years of 4,316 million man-days of employment (assuming 240 working 
days per standard person year).'° This works out to about Rs. 64 per man-day 
of permanent employment indirectly generated via growth, as against Rs. 23 under 
NREP during 1986-87 (inclusive of cash expenditure and the cost of foodgrains). 
This crude exercise suggests that direct employment schemes generating 
employment in.the rural areas are certainly less expensive than growth-induced 
permanent employment. Considering that the former are targeted (at least 
theoretically) towards vulnerable groups (unlike the growth-induced employment), 
_ expansion of NREP appears to be a cost-effective short-run measure to promote 
employment at present. But whether it will remain cost-effective in future will depend 
a great deal on the ability of the government to check further rise in the real 
cost per man-day of employment generated, and prevent spillage of benefits to 
the non-poor. 


(c) NREP Versus Public Distribution System 


Public Distribution System lowers the effective price of food for the target groups 
which can be conceptualised as ‘‘income transfer’, its magnitude being equivalent 
to the ration quantity multiplied by the difference between free market and ration 
orices. It would be interesting to compute the extent of direct employment that 
would be necessary to generate an equal amount of wage income to the household, 
and explore the cost effectiveness implied in the two approaches. It should be 
stressed, however, that the two programmes have very different objectives, while 
PDS objective is only to lower food prices and ensure access of foodgrains, FFW 
has multiple objectives of asset creation, employment generation and partially 
ensuring access to foodgrains via kind wages. The comparison between the two 
approaches therefore is merely for highlighting some of the implications of 
transferring a notional ‘‘money income’’ versus actual ‘wage income’ and as 
such, this comparison alone cannot be a basis for choice as between the two 
approaches. 

During the year 1985/86, it was shown that PDS in Andhra Pradesh effected 
an income transfer of about Rs. 13 per month, with a government cost of Rs. 
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14 per month. From Column 5 of Table 5, the wage cost per man-day of employment 
during 1985/86 under NREP amounted to Rs._ 11.6, and the total cost (including 
the material cost) amounted to Rs. 20. For generating an additional Rs. 13 wage 
income, 1.12 man-days of employment per month would be needed, costing Rs. 
22.4. Clearly compared to PDS, FFW approach would require 60% additional 
resources to transfer an equivalent income via wages. However, the “‘additional 

resources needed are almost entirely due to the ‘‘material cost’’ resources needed 
are almost entirely due to the ‘material cost’ involved in FFW programmes. 


Considering that the targeting of PDS is often administratively difficult — and 
Andhra’s rice scheme is a classic example of poor targeting — the FFW route 
of ensuring access to food via kind wages, (despite its high cost relative to PDS) 
may have the merit of helping the needy provided self-targeting becomes a reality 
and the very poor households are induced to take up FFW employment. Assuming 
this were possible, how much employment/income would the existing subsidy 
cost of Andhra’s rice scheme (Rs. 1,710 million in 1985/86) generate, if diverted 
for NREP? This works out to 85.5 million man-days. Andhra’s population below 
the poverty line (both rural and urban), or 4.1 million households assuming a 
household size of 5. The prevailing subsidy cost could have generated 1.7 man- 
days of employment per household, per month, thus transferring a higher income 
(Rs. 20 per month) than under PDS, (Rs. 13 per month) but to a smaller number 
of poor, needy households. 


The above discussion is not meant to dismiss all PDS interventions as cost- 
ineffective, but to stress the point that the prevailing untargeted Andhra-type PDS 
interventions have high political pay-offs but no economic rationale, and therefore 
either it should be targeted sharply towards the poor,'’ or substituted by an 
expanded NREP.'2 
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2. It is perhaps not an accident that the Employment Guarantee Scheme (EGS) idea originated 
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3. The figures of quantity distributed through PDS during 1981-85 include a small quantity 
distributed through FFW programmes. 
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a drought year, and Andhra Pradesh went to polls in January 1983. Considering the drought 
conditions in the State, the newly formed Telugu Desam Party exhorted the need for sale 
of rice at a subsidised price of Rs. 2 a kilo throughout the state to prevent consumption 


levels of the poor from falling. The party soon came into power and introduced the scheme 
now known as "Rs. 2 a kilo rice scheme’’ 


6. The district (region) — specific NSS rounds of 27th, 32nd and 38th can be used for this 
purpose, but disaggregated NSS data are not easily available. 
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poor families expressed their preference to “government employment” than for working 
with a “‘landowner'’, because the worknorms in the former were liberal and less arduous. 
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The notable exception is the increased emphasis on social forestry programmes. But the 
extent to which social forestry actually benefited the poor remains a controversial issue. 


It may be argued that expenditure on such items as major irrigation does not create immediate 
employment because of inevitable gestation lags. But it must be recognized that for the 
same reason a lot of employment during 1985-89 could as well have been due to investment 


in major irrigation prior to 1985. Hence inclusion of major irrigation outlay appears to be 
appropriate. 


Poor targeting of PDS is not peculiar to Andhra Pradesh. The neighbouring state of Tamil 
Nadu fared no better. Tamil Nadu's extended PDS now caters almost to the entire rural 
population. The attempts made by governments of both states to target sharply by reducing 
the ‘‘green cards’’ meant for the poor was by and large a failure. 


Apart from poor targeting, there are also strong macro-economic arguments for discouraging 
untargeted food subsidies. These are discussed in a later section. 
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Rural Unemployment: 
Need for Intervention 


S. Subrahmanyam 


Even though poverty eradication is the major goal since the inception of planning 
in India, an explicit attempt to define poverty and identify the poor started only 
after the mid-sixties. While the earlier studies concentrated on issues relating to 
measurement and magnitude of poverty the recent emphasis has been on the 
identification of the poor and the design of programmes suitable for them. Expansion 
of employment opportunities commensurate with increase in the labour force has 
been conceived of as one of the methods of raising the standard of living of 
the masses. Hence, it is necessary to understand the nature and dimensions of 
unemployment and design policies which in addition to generating growth also 
generate employment of the requisite type. This paper attempts to examine the 
following issues: 


1. What is the nature of rural employment? 
2. Which are the target groups from the point of view of employment policy? 


3. What is the relationship between pattern of growth, poverty and 
unemployment? 

4. How much employment is to be generated and what are the cost 
implications if wage employment is going to be offered to all those who 
are willing to participate? 


These issues are examined for an agriculturally prosperous district namely, East 
Godavari in Andhra Pradesh. It occupies the second highest position in the value 
of agricultural production per hectare. But there are three pockets in the district, 
viz. the delta, the upland and the tribal tract. The delta is a canal irrigated zone 
with foodgrains occupying about 75% of the cultivated area. The upland has 
diversified crop pattern with tanks and wells being the main sources of irrigation. 
The district occupies a higher rank if all industrial workers are considered. Three 
taluks (out of 14 taluks in the district) account for 85% of manufacturing (organised) 
workers. Agricultural labour class form a very high proportion (about 50%) in 
this district. In this socio-economic setting, it would be interesting to examine the 
above issues and draw some lessons. 


Material and Method a 
Incorporation of the provision of full employment as one of the objectives of 
Indian planning has resulted in voluminous literature on the concepts as well as 


measurement of unemployment. | 

The studies contain many important insights and advances in understanding 
the theoretical issues involved in the measurement of unemployment.' On the 
theoretical front, the literature in the early fifties considered only two approaches 
based on the time production norms with extensive literature on the production 
norm. Later, the willingness-norm was introduced according to which a person 
must not only be unemployed by the time-norm but also be willing to do more 
work. Dandekar and Rath? evolved the poverty-norm according to which a 
person’s unemployment was measured in terms of the poverty gap (or the income 
required for crossing the poverty line). Sen? suggested two more approaches, 
namely, income and recognition. His income approach categorised a person as 
unemployed if his/her income was not conditional to work. Sen's recognition 
approach treats a person as unemployed if he considers himself so. This leads 
to counting all occupationally frustrated people as unemployed. On the empirical 
plane, most of the micro-level studies are based on the farm management data 
which facilitates measurement of unemployment in the agricultural sector and they 
are based mostly on the production approach. On the other hand, the studies 
utilising time-norm are based mostly on the National Sample Survey data and 
they are aggregative in nature considering country or state as the unit of analysis. 
Further disaggregation has not been possible because the analysis is based on 
the published data. 


This analysis is based on the household data of the 32nd round National Sample 
Survey (state sample) relating to the rural area of the East Godavari district in 
Andhra Pradesh. The sample consists of 576 households spread over 96 villages. 
The household schedule provides three types of data relating to employment and 
unemployment. First, based on the usual activity defined as the one pursued 
for a relatively longer period during the last 365 days, each person in the household 
is Classified as either employed or unemployed if he/she is not ‘‘available for 
work’’. A person is treated as unemployed if he is not working or seeking and/or 
is available for work. Secondly, weekly status of each person was ascertained 
according to which a person was treated as unemployed if he/she did not work 
even on a single day during the week and seeking and/or available for work. 
Finally, activity status on each day during the reference week was collected. The 
household occupation is determined on the basis of the major source of income 
during the last 365 days. Further the village to which the sample household belongs 
is also given and this facilitates examination of the relationship between the pattern 
of development, poverty and unemployment. 


Usually, unemployment rate is defined as the proportion of unemployed in the 
labour force, comprising workers and the unemployed. If the usual and weekly 
Status data are used, the rates give the proportion of unemployed persons in 
the labour force, reflecting the stock of unemployed persons. These rates are 
designated as person-year and person-week rates and it should be noted that 
they do not reflect units of time but reflect only the reference period considered 
in Classifying a person as worker or non-worker. There is a distinction between 
these two concepts. The usual status gives persons who are unemployed during 
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a longer reference period, and, hence, they can be treated as chronically 
unemployed. But this approach may sometimes provide an incorrect information 
due to memory lapses on the part of the persons interviewed. On the other hand, 
the weekly status reveals the persons unemployed during the week without any 
reference to his status during the longer period of one year. The daily status 
data can also be used to estimate another rate of unemployment called person- 
day rate which gives the proportion of unemployed days to total days in labour 
force. Against the above two stock rates, there is a flow rate with week as the 
reference period. Here we get only labour time unemployed and the persons 
are not the same. This concept naturally reveals a higher incidence than the previous 
two concepts. But in an economy dominated by unorganised and seasonal activities 
and wage employment, person-day rate is the most relevant concept. 


3 All the three rates of unemployment have been estimated for males and females. 
Based on the distribution of sample households, we could consider three broad 
occupational groups, viz. cultivators, agricultural labourers and ‘‘others’”’ in the 
rural areas. The relation between the pattern of development and unemployment 
is examined by taking into account intra-district variations in the pattern of 
development. 


Using the projected population and estimated labour force participation rates 
(age-specific participation rates), estimates of unemployment for the year 1986 
are derived for males and females separately using the following formula: 


Unemployed persons based on person-year rate: 
rx PYD x M4 
Unemployed persons based on person-day rate: 
P x PWp x Mo 


Where P is total population, PYp is the labour force participation rate based 
on usual activity, PWp is the labour ae participation rate based on current activity 
and PDp is the person-day labour force participation rate. 


The cost of the programme for employment generation is worked out as the 
sum of labour cost and material cost. Labour cost is estimated assuming a wage 
rate of Rs. 10 per day and 300 working days in a year. Material cost are assumed 
to be 40% of the total cost. The cost estimates are worked out for all the rural 
households and for poor households separately. 


Empirical Results 

Table 1 reveals the nature of unemployment. While the incidence is 11.30% 
according to person-day rate, it is as low as 1.89 and 3.09% according to person- 
year and person-week rates. This shows that the stock concept of unemployment 
is not very much relevant for rural areas. In other words, only 1.89% are chronically 
unemployed and the balance of 9.41% is only underemployed. This gives the 
extent of labour time available but the’ persons will not be the same. 


There is a clear-cut distinction between males and females in the nature of 
unemployment. The incidence of person-day unemployment is much higher among 
females (twice that of males). Even person-week rate is much higher among females. 
But strikingly, person-year rate is very insignificant (0.69%). This is because of 
the fact that most of the females remain in the labour force only for a short period. 
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lf a longer reference period is considered most of the females will be outside 
the labour force and hence the question of unemployment does not arise. 


We observe very sharp occupational differences in unemployment (Table 2). 
The incidence of person-day unemployment is as high as 16.5% among agricultural 
labourers as against 2.5% among cultivators and 4.4% among “Others”. But 
strikingly, person-year rate is very low among agricultural labour households. 


The severity of the problem of unemployment among labour households can 
be understood by their share in total unemployment as compared with their share 
in total workers. Table 3 shows that as high 87.6% of the rural unemployment 
is accounted for by agricultural labour households while their share in total workers 
is only 53.8%. This divergence between the share of total unemployment and 
share of total workers is observed both among males and females. Thus, agricultural 
labour households may be treated as the target group from the point of view 
of unemployment. 

The relationship between poverty, unemployment and the development pattern 
is well discussed in the literature.4 The incidence of poverty is estimated for the 
same households using consumer expenditure data and applying the norm of 
2,000 calories per capita per day.° Table 4 shows that incidence of poverty as 
well as unemployment are higher in the delta area as compared to upland. On 
the other hand, in the industrially developed areas poverty is lower but 
unemployment is higher as compared to industrially backward areas. Thus, it 
appears that growth alone cannot take care of the problems of poverty and 
unemployment. The pattern of growth also influences the magnitude of the problem. 


The extent of underemployment is arrived at by deducting estimated chronically 
unemployed persons from estimated persons on the basis of person-day 
unemployment. The chronically unemployed persons, are obviously not willing 
to undertake wage emptoyment. Estimates are also given of the underemployment 
of poor households who deserve immediate attention. The results are given in 
Table 5. The estimated underemployment comes to 1.23 lakh persons of which 
0.60 lakhs are’males. 


If only poor households are taken into account, about 0.74 lakh man-years 
of employment is to be provided of which 0.69 lakh are for agricultural labourers. 
Because a very small number belong to the other categories, it is better to consider 
this entire group of poor as unemployed. 


It is possible to make a rough calculation of the cost involved in generating 
employment for these people. Assuming a wage rate of Rs. 10 and employment 
for 300 days, the wage bill per annum will be Rs. 30.60 crores. Assuming that 
material cost will be 40% of the total cost, the programme cost will be Rs. 51 
crores. On the other hand, if the programme is confined to poor households only, 
the cost will come down to Rs. 30.69 crores. 


The question is: how far is this expenditure justified on financial grounds? One 
justification is that the expenditure on subsidy for ‘Two Rupee a Kilo Rice Scheme” 
for this district comes to about Rs. 13 crores which is approximately equal to 
60% of the labour cost for providing full employment to all households below 
the poverty line. In other words, additional burden would be only to the tune 
of Rs. 18 crores. Since a well-designed programme of public works integrated 
with the District plan can create productive assets, and hence lead to growth, 
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the objective of growth with social justice may be possible with this type of attack 
on the problem of rural poverty. 


Conclusion 


The problem of rural employment is underemployment rather than chronic 
unemployment. The incidence is higher among females as compared to males. 
Of the broad occupational groups considered, agricultural labourers are subjected 
to a higher incidence and hence this should be taken as the target group. As 
far as females are concerned, both cultivators and agricultural labour households 
suffer from a higher incidence of unemployment. Hence, while designing 


programmes, care should be taken that female labour can be absorbed in the 
selected schemes. 


lt cannot be assumed that agricultural growth can alleviate poverty and 
unemployment. In fact, the incidence of poverty as well as unemployment are 
higher in the areas where agricultural growth has occurred. Hence, it is necessary 
to design employment programmes even in agriculturally prosperous areas. If 
the underemployment is to be removed from rural areas of East Godavari district, 
an amount of Rs. 51 crores per annum will be required. If only the poor households 
are selected for this programme, the required amount will come down to Rs. 
30.69 crores. These estimates relate to the year 1986, for subsequent years the 
amount will have to be adjusted for inflation. 


Table - 1 
Incidence of Rural Unemployment 
Criteria Males Females Persons 
Person-year rate 2.41 0.64 1.89 
Person-week rate 2.92 3.51 3.09 
Person-day rate 8.92 17.55 11.30 
Table - 2 


Incidence of Rural Unemployment 
According to Occupationa/ Groups 


Rural 
ay Cultivators Agricultural Others 
Labourers 
Person-Year Rate Males 2.20 nie 6.10 
Females 0.00 0.43 1.67 
Persons 2.00 1.56 4.91 
Person-Week Rate Males 0.57 4.34 1,97 
Females 6.25 3.30 3.51 
Persons 1.05 3.97 2.39 
Person-Day Rate Males 1.60 14.04 4.17 
Females 13.13 21.18 5.12 
Persons 2.49 16.49 4.42 
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Table - 3 
Distribution of Unemployment by Occupation 


Males Female Persons 
Occupation Share in Share in Share in Share in Share in Share in 
unemploy- total unemploy- total employ- total 
ment workers ment workers ment workers 
Cultivators 4.4 24.8 4.0 5.6 4.2 19.3 
Agricultural 
labourers 85.7 53.8 90.2 74.5 87.6 59.7 
Others 9.9 21.4 5.8 20.0 8.2 21.0 
100.0 100.0 100.0 100.0 100.0 100.0 
Table - 4 
Poverty, Unemployment and Development Pattern 
Classificatory Variable Poverty Unemployment 


| Agricultural Development 


i) Delta 50.30 12.36 
ii) Upland 46.80 9.47 
ll Industrial Development 
i) Developed Taluks 44.80 14.00 
ii) Backward Taiuks 51.30 9.96 
Table - 5 
Distribution of Underemployed Occupation 
(Lakhs) 
Household Category Males Females Persons 
Cultivators 0.03 0.02 0.05 
0. 
Agricultural Labourers 0.51 0.57 . z 
(0.69) 
Others 0.06 0.04 0.10 
(0.04) 
0.60 0.63 1.23 
(0.74) 


Figures in parenthesis are the estimated unemployed among poor households 
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Table - 6 
Cost of Employment Generation for Unemployed 
(Rupees in Crores) 


Categories of All 


Poor 
» households ? households households 

Cultivators 1.50 0.30 
Agricultural Labourers 32.40 20.70 
Others 3.00 1.20 

30.60 18.41 

Material Cost 20.40 12.28 

Total Cost 51.00 30.69 


N.B: The ratio of material cost to labour cost assumed to be 2:3. 
Wage rate is assumed to be Rs. 10 for both males and females. 
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Size of a National Employment 
Guarantee Programme 


Mr. M.D. Asthana 


1. In the area of employment, planning has generally proceeded on the 
assumption that economic growth will result in increased employment opportunities 
and that accelerated rate of economic growth will be able to meet Substantially 
the employment requirements of growing labour force. The actual results, however, 
did not validate this assumption. This realisation had led to increasing emphasis 
on taking up schemes for providing additional employment opportunities. Various 
special schemes of employment generation were, therefore, taken up from time 
to time. 


2. The Rural Manpower Programme (RMP) was taken up towards the end of 
1960-61 in 32 Community Development Blocks on a pilot basis for utilising rural 
manpower. The coverage was extended to thousand blocks by the end of 1964-65 
and continued till the end of 1968-69. The programme was to provide employment 
for 100 days to at least 2.5 million persons by the last year of the Third Plan 
specially in areas exposed to pronounced seasonal unemployment and under- 
employment. However, due to resource constraints a little over 20% of the outlay 
of Rs. 150.00 crores (originally envisaged) could only be provided and the 
programme ended in 1968-69 resulting in generation of 137 million man-days 
of emplcyment. 


3. Need for providing employment opportunities through special programmes 
was once again felt during the Fourth Five Year Plan and the Crash Scheme 
for Rural Employment (CSRE) was launched for a period of 3 years from April, 
1971 with an annual outlay of Rs. 50 crores. The two fold objectives of the scheme 
were to provide employment to at least 1000 persons in each of 350 districts 
of the country every year through labour intensive works and creation of durable 
assets. Although the scheme achieved its immediate objective of providing 
employment opportunities (actual employment generation was 315.9 million man- 
days against a target of 315 million man-days), the benefits both in terms of direct 
employment and assets creation were found to be too widely scattered. Lack 
of appropriate planning with forethought was observed in the implementation of 
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programme resulting in a preponderance of roads (to the extent of 70% of the 
outlay) and assets of non-durable nature. 

4. In the light of the experience of RMP and CSRE, it was felt that.more concerted 
effort need to be made at least in some selected areas to bring about clearly 
the impact of a scheme providing for full employment which in turn would give 
useful lessons for future programmes. Thus along with CSRE, a Pilot Intensive 
Rural Employment Programme (PIREP) was started in November, 1972 in ‘15 
selected CD Blocks for 3 years period. The basic objectives of PIREP were providing 
additional unskilled employment opportunities, creation of assets which have a 
multiplier effect on meeting new job opportunities on a continuing basis, creation 
of new skills through project work on site and more importantly, to attempt some 
trend of manpower budgeting with respect to wage seeking labour with a view 
to ultimately evolving a comprehensive programme for the rest of the country. 
The project completed its full term of 3 years and generated 18.16 million man- 
days of employment. The project was reviewed by a committee which expressed 
the view that the entire development strategy should be based on labour intensive 
technologies so that the maximum labour absorption takes place through the regular 
development process leaving a small backlog of unemployment for tackling through 
special employment projects. 


5. In April 1977, Food for Work Programme was started as non-plan scheme 
to augment the funds of State Governments for the maintenance of public works 
on which large investment had been made in the past by utilising available stocks 
of foodgrains. The programme did not make much headway in the beginning 
due to certain constraints inherent in the scheme itself. On review of this programme 
and the difficulties experienced by the States, the scheme was liberalised to include 
all on-going plan and non-plan works and new items of public and community works. 


The basic objectives of Food for Work Programme were: 


a. To generate additional gainful employment to large number of unemployed 
and under-empioyed persons both men and women in the rural areas 
which will improve their incomes and consequently their nufritional levels; 


b. Tocreate durable community assets and strengthen the rural infrastructure 
which will result in higher production and better living standard in rural areas: 


c. Utilisation of surplus foodgrains for development of human resources. 


6. A total employment of 979.32 million man-days was generated during the 
years 1977-78 to 1979-80 (September). The programme became very popular 
in the rural areas and came to be recognised as a major instrument of rural 
employment and development. However, a number of deficiencies were noticed 
in implementation of this programme. These included erratic disbursement of 
foodgrains as wages, delay in measurement of earth work, non-durability assets 
created under the programme, inadequate technical supervision Of works, and 
lack of supervision which lead to dilution of technical requirements of the projects. 


7. Besides the above deficiencies, there were three major accounts on which 
the programme suffered a setback. Firstly, the programme continued on a year 
to year basis. In the context of uncertainty, the State Governments were not able 
to complete the needed technical and administrative support to effectively plan, 
oversee and monitor the programme. Secondly, there was no attempt by the 
States to formulate the shelf of projects which could take into account the local 
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needs and could also fit in with overall priority the block/district where the programme 
was implemented. Thirdly, for want of financial provision in many States which 
could have been utilised to finance the material component of works and also 
to give part of wages in cash, the tendency was to take up kacha roads on 
a large scale, which were of non-durable’ nature. 


8. The National Rural Employment Programme was started in October 1980. 
with the following three basic objectives: 


a. Generation of additional gainful employment for the unemployed and 
underemployed persons, both men and women, in the rural areas. 


b. Creation of productive community assets for direct and continuing benefits 
to the poverty groups and for strengthening rural economic and social 
infrastructures, which will lead to rapid growth of rural economy and steady 
rise in the income levels of the rural poor. 


c. Improvement in the overall quality of life in the rural areas. 


9. The programme guidelines, inter-alia, provides that preference be given to 
landless labour in employment in all the works and further, amongst the landless 
labour preference shall be given to Scheduled Castes/Scheduled Tribes and women 
for employment. 


10. The Rural Landless Employment Guarantee Programme was launched on 
15th August, 1983 with a view to contribute significantly to generation of additional 
employment in the rural areas particularly for the landless workers. This programme 
has three basic objectives as under: 


a. TO improve and expand employment opportunities particularly for the rural 
landless labour with a view to providing guarantee of employment to at 
least one member of every rural landless labour household upto 100 days 
in a year. 

b. Tocreate productive and durable assets tor direct and continuing benefits 
to the poverty groups and for strengthening rural economic and social 
infrastructure, which will lead to rapid growth of rural economy: and steady 
rise in the employment opportunities and income levels of the rural poor. 


c. TO improve the overall quality of life in the rural areas. 


11. In fact, the new programme of RLEGP was conceived in the context of 
a proposal for enhancement of outlays on NREP during Sixth Five Year Plan, 
specifically for providing additional employment opportunities to the rural landless 
households. It was considered more appropriate to create a totally separate scheme 
for this purpose and hence RLEGP came into existence. 


12. The experience of implementing the National Rural Employment Programme 
and Rural Landiess Employment Guarantee Programme separately is that the 
works taken up under the two programmes are more or less similar in nature. 
Under RLEGP, it has not been possible to provide guarantee of employment 
to one member of each rural landless household for 100 days as envisaged in 
the programme guidelines. Nor has it been possible to restrict the employment 
to rural landless only. Except the funding pattern (which is 100% from the centre 
in the case of RLEGP and 50:50 between the centre and the states in case of 
NREP) and the projects approval (which in case of RLEGP is being done at the 
Central level whereas NREP projects are approved at DRDA level), there is not 
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much of a difference between the two programmes. In fact, there has been a 
persistent demand at the field level for merging the two programmes on account 
of practical problems for maintaining separate accounts and following separate 
system for execution of works under these programmes. Suggestions have also 
been made in the past that on the basis of the experience of implementation 
of Employment Guarantee Scheme in Maharashtra, an attempt should be made 
to work out a scheme to provide work to all belonging to vulnerable sections 
in the rural areas with a view to tackle the widespread problems of 
unemployment/underemployment in rural areas. 

13. As regards the size of the programme, nobody can be certain. The number 
of people who will offer themselves for unskilled wage employment depends upon 
the following factors: 

a. distance between the residence of the workers and the actual work place, 


b. level of wages, and 
c. the target group. 


14. The character of the work — hard, medium or soft may also marginally 
affect the numbers. The experience in Maharashtra, however, shows that much 
lesser people in the target group as compared to the theoretical projections 
expressed their willingness to take up wage employment work at the level of 
subsistence wages offered to them. The number of people who actually reported 
for work (when summoned) was still lesser. Hardly about one-fifth of the eligible 
persons report for work. If this were to be kept in mind and all the poor people 
below the poverty line were taken as the target group, the number of people 
turning out for unskilled wage employment would work out as under: 


a. Total population below the poverty line in rural areas’ = 221 million 

b. Adult population below the poverty line (18-54 age group)*” = 40% of 
221 million = 88.4 million 

c. Adult population likely to report for wage employment = 20% of 88.4 
million = 17.68 million 


15. Taking 100 days as the employment requirement per adult, 1768 million 
man-days would have to be generated at a cost of Rs. 3,536 crores (at the rate 
of Rs. 20 per man-day). = 


16. Another way of estimating the figure could be to link up the rural population 
of Maharashtra where EGS is in operation and has stabilised with the result of 
the country’s population. The country’s rural population is 525 million. The rural 
population of Maharashtra is 40.8 million. The country’s population is, therefore, 
13 times of the rural population of Maharashtra. Maharashtra is spending about 
Rs. 250 crores per year on the employment programmes. The resources needed 
at the national level would thus be Rs. 3,250 crores (at the rate of Rs. 20 per 
man-day). 

17. On the basis of the 38th Round of the NSS, it is estimated that in 1983-84 
about 22 million households live below the cut off point of Rs. 4,800 income 


"Source: 38th Round of NSS 


About 40% of the ion j 
ais Population is estimated to fall in the age group of 18-54 


96 


per year. Working out the employment need at the rate of 100 days for one 
adult of each household, 2,200 million man-days at a cost of roughly Rs. 4,400 
crores would be needed (at the rate of Rs. 20 per man-day). 


18. There are 14.3 million households of the landless labourers in the country. 
Even if the number of people enjoying the benefit of guaranteed employment 
is limited to one member of each family and considering that 40% of the landless 
labourers are not available for unskilled work because either they are artisans 
or are educated, only about 60% of 14.3% are expected to be in the labour 
market for unskilled manual work. That would make the number roughly about 
8.5 million. About 1.5 million more people will come from amongst the group 


of people who fall in the category of employable handicapped/destitutes and women 
headed families. 


That would make the number about 10 million. For 100 days of employment 
for this target group, 1,000 million man-days at a cost of Rs. 2,000 crores (at 
the rate of Rs. 20 per man-day) may be needed. This would, however, not be 
a guarantee and probably would be much less than the actual requirement of 
the situation. 


19. Theoretically, maximum limit can, however, be projected by noting that there 
are roughly 45 million people below the poverty line in the rural areas. If a guarantee 
programme is built-in for 100 days for one adult member of each household below 
the poverty line, 4,500 million man-days would need to be generated at a cost 
of Rs. 9,000 crores (at the rate of Rs. 20 per man-day). 


Prof. Neelkantha Rath has recently projected that the total number of person 
years unemployed in 1980-89 for whom wage employment will have to be found 
in 1988-89, as part of the anti-poverty programme, would be at least about 30 
million. The cost of generating 30 million man years at the rate of Rs. 20 per 
man-day would be Rs. 16,200 crores. 


20. It is within this amplitude of variation that a decision has to be taken. The 
current level of employment generation under the rural employment programmes 
of NREP/RLEGP is 700 million man-days. The magnitude of the new programme 
has to be from a low of 1,000 million man-days to a theoretical high of 8,100 
million man-days depending upon as to how the Government decides to determine 
the variables discussed in the preceding paragraphs. On the basis of discussions 
in the preceding paragraphs, three estimates have been Projected on the possible 
size of employment requirements for each state. The first estimate is based on 
40% of the total population being in the age group of 18-54 years (and hence 
capable of wage employment) and only 20% of the group normally offering 
themselves for work; the requirement of work limited to 100 days only in a year 
per heac. The second estimate is based on the assessment of number of families 
below the annual income of Rs. 4,800 and the employment limited to 100 days 
for one member of each such family. The total number of families below poverty 
line of Rs. 6,400 annual income in rural areas are computed at 44.3 million taking 
5 as the size of a family. Out of that, 24.05 million families have reportedly an 
annual income level below Rs. 4,800. Total number of families in each state having 
annual income below Rs. 4,800 will accordingly be 0.11 times (1/5 x 24.05/44.3) 
the number of people below poverty line. The third estimate is based on the 
projection of man-days needed by comparing the population of the rural poor 
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of a state with that of rural poor in Maharashtra and taking Maharashtra’s level 
of employment generation at 225 lakh man-days, being the combined pot 
employment generated under the National Rural Employment Programme, mura 
Landless Employment Guarantee Programme and the Employment Guarantee 


Scheme. This is accordingly: 


population of rural poor in a state 
225° xX Se - 
population of rural poor in Maharashtra 


225 population of rural poor in a state 


176.1 


1.28 x population of rural poor in a state in lakhs. 


Il 


The average of the three estimates is roughly 2,348 million man-days. The total 
resources needed at the rate of Rs. 20 per man-day works out to Rs. 4,695.80 
crores. It may, however, be observed that the programme will take 2-3 years 
to build up. If this is kept in mind, then the credible guarantee can be easily 
built-up from an initial investment level of about Rs. 3,000 crores in the first year 
to about Rs. 4,500 crores in the third year. 


21. The projections of the resources for a National Employment Guarantee 
Programme has been made on the assumption that Rs. 20 are needed for generating 
one day of employment. If material and wage component are kept at 50:50 as 
per the existing National Rural Employment Programme/Rural Landless Employment 
Guarantee Programme.criteria, the daily wages would work to Rs. 10. The current 
level of minimum wages for unskilled work in almost whole of the country is more 
than Rs. 10. One of the issues that would have to be resolved is whether the 
wages to be paid under the National Employment Guarantee Programme should 
be at the level of minimum wages or should it be at the rate of Rs. 10 per day 
to keep the cost lower. It may be observed that under the Employment Guarantee 
Scheme of Maharashtra also, the workers are not paid the minimum wages. The 
wages are separately fixed on a zonal basis which is different than the minimum 
wages. The logic appears to be that under the Employment Guarantee Programme, 
the Government guarantees a wage at a particular level. If, there are better 
opportunities available to any worker, he may not offer himself for wage employment 
under the EGS. The school holding this belief feels that such a dispensation is 
possible under the present Minimum Wages Act. As against that, the Courts have 
held that the payment of wages at a rate which is less than the minimum wages 
amounts to forced labour or bonded labour. The judgement of the Supreme Court 
in Writ Petition No.6816 of 1981 — Sanjit Roy vs. Rajasthan, is relevant in this 
connection. Above all, it is very doubtful whether the state which fixes the minimum 
wages as an indicator to be observed by the private employer should itself pay 
at the rate which is less than the minimum wages. The morality, legality and ethics, 
of such a course, would be open to question. 
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Table - 1 
Estimates of Possible Size of Wage Employment Requirement 


Status/UTS No. below M1 M2 M3 M1+M2+M- 
; 3/3 Total cost 
poverty line (lakh man-days) S Rs. 20 
(Rs. 6400 per 

per annum) man-day 

(in lakhs) (in lakhs) 
Andhra Pradesh 164.4 1315.2 1808.4 2104.3 1742.6 348.5 
Arunachal Pradesh — — = a ee mes 
Assam 44.9 359.2 493.9 574.7 475.9 95.2 
Bihar 329.4 2635.2 3623.4 4216.3 3491.6 698.3 
Gujarat 67.7 541.6 744.7 866.6 717.6 143.5 
Haryana 16.2 129.6 178.2 207.4 ee 34.3 
Himachal Pradesh 5.8 46.4 63.8 74.2 61.5 12.3 
Jammu & Kashmir 8.1 64.8 89.1 103.7 85.9 17.2 
Karnataka 102.9 823.2 1131.9 1317. 1090.7 218.1 
Kerala 55.9 447.2 614.9 Pt5S.5 592.5 118.5 
Madhya Pradesh 218.0 1744.0 2398.0 2790.4 2310.8 462.2 
Maharashtra 176.1 1408.8 1937.1 2254.1 1866.7 373.3 
Manipur ha 10.4 14.3 16.6 13.8 2.8 
Meghalaya 3.9 31.2 42.9 49.9 41.3 8.3 
Mizoram — —_ — — = <a 
Nagaland _ — ry. . = = = 
Orissa 107.7 861.6 1184.7 1378.6 1141.6." “228s 
Punjab 13.7 109.6 150:7 175.4 145.2 29.0 
Rajasthan 105.0 840.0 1155.0 1344.0 1113.0 222.6 
Sikkim _ = = var i as 
Tamil Nadu 147.6 1180.8 1623.6 1889.3 1564.6 312.9 
Tripura 4.6 36.8 50.6 =O. 48.8 9.8 
Uttar Pradesh 440.0 3520.0 4840.0 5632.0 4664.0 932.8 
West Bengal 183.9 1471.2 2022.9 2353.9 1949.3 389.9 
Others 17.9 143.2 196.9 229.1 189.7 37.9 
Grand Total 2215.0 17720.0 24365.0 28352.0 23479.0 4695.8 


M1= No. of man-days needed S100 days per year with target group as .08 times (40/100 x 20/100) the 
number of people below poverty line. 

M2= No. of man-days S100 days for each family having annual income below Rs. 4,800 per year is 
0.11 times (1/5 x 24.05/44.30) the number of people below poverty line. 

M3= No. of man-days needed on the pattern of Maharashtra & is 225 x ratio of people below the 
poverty line in comparison to Maharashtra lakh man-days or 1.28 times the population below 
poverty line. (in Maharashtra 225 m. man-days are created on an average under combined 
programme of EGS, NREP & RLEGP-.) 
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E.G.A.: Do We Have a Choice? 


Young India Project 


Rural Economy and Unemployment of Unskilled Workers 


Anyone who has probed deep into the problems of the agricultural and rural 
unskilled workers — their unemployment/underemployment, their low wages, their 
low productivity — and has in the process been forced to analyse the structure 
and functioning of the rural economy taking into account the land-man ratio, land 
ownership patterns, the wide spectrum of technology ranging from pre-capitalist 
low land/labour productivity technology to capitalist, high land/labour productivity 
technology, and the underdevelopment of non-agricultural employment opportunities, 
cannot but agree with some of the critical observations made by Dr. P.C. Joshi 
in his latest book titled /nstitutional Aspects of Agricultural Development, examples 
of which are: 


“Generalising from the Indian experience, it can be said that in a situation 
where the imbalance between population and resources is a chronic 
feature of the economic structure, some form of rural communitarianism 
of either the conservative Japanese variety or the revolutionary variety 
(China, Vietnam) appears as an inescapable institutional pattern thrown 
up by the fundamentally common factors of land and capital scarcity 
and manpower over pressure. These bear a distinctly Asian stamp. 
India has also to throw up its own variant of rural communitarianism 
suited to its own peculiarities. In fact, different regions of India have 
to evolve their own patterns suited to the peculiarities of each region. 


“The worst indictment of capitalism in the Asian setting is that by treating 
labour surplus as a liability rather than as an asset, it pursues growth 
at the expense of equality (i.e. the livelinood of the majority of the rural 
community). By intensifying class conflict, it sets limits to economic 
growth.” (p. 155) 

“India. however, is torn between the conflicting pulls of the emerging 
large-farm sector which Is exerting powerful pressure in the direction 
of capital-extensive technological change and vast peasant sector which 
is caught in the vicious circle of poverty and underemployment.’ (p. 169) 
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“The large-farmer dominated mode of production is able to create a 
food surplus’ through introduction of modern technology only by 
marginalising the surplus population within agriculture and by pushing 
it out of agriculture even though employment possibilities do not yet 
exist outside agriculture for absorption of surplus labour. Marginalisation 
is thus not inherent in population growth; it results from the inner dynamics 
of a capitalistic agriculture which created disjunction between expansion 
of food output and expansion of employment; which expands food 
output only by restricting the scope of growth in employment and by 
marginalising the labour force. 


“The real challenge facing Indian agriculture is to explore an alternative 
to the large-farmer dominated agricultural strategy which will help to 
combine the purely technocratic task of raising the productivity of land 
with the politico-economic task of ensuring access to food and 
employment to the vast masses having no entry yet to the non-land 
sector.’ (p. 306) 

The working of the rural economy fully substantiates the critical observations 
made by Dr. P.C. Joshi. Though the agricultural and unskilled rural workers together 
constitute nearly 40% of the rural population, which makes them the largest class 
in rural areas, their interests have been ignored by the economy and, consequently, 
they constitute the bulk of the poorest in the country — anywhere between 70-75% 
of those below the poverty line are agricultural and rural unskilled workers. The 
model of rural development which has been followed since independence has 
been based on an agrarian structure which is Clearly pro-landowners and specially 
pro-big-landowners. The interest of the agricultural workers has never been taken 
into account. In fact, if one has studied the history of the selection of the agrarian 
structure on which tne development of the’ rural economy came to be based, 
One can not fail to see, that the choice was neither made taking the interest of 
all rural classes into account, nor was it made on the basis of optimum utilisation 
of all rural productive resources (land, water, forest, manpower, etc.) it was made 
in the interest of the large landowners primarily. The agrarian structure and the 
economic model which followed from it was clearly not an economic choice but 
a political one. Which means that unemployment and low wages which the bulk 
of the rural workers are suffering from, is unavoidable and is built into the rural 
economy. It is this which makes not only Dr. P.C. Joshi but others also advocate 
that if the rural economy is to absorb the existing rural surplus labour force through 
productive work, at above poverty level wages, then radical structural changes 
in the rural economy will have to be made. Unless these structural Changes take 
place, the economy will not be able to generate adequate employment for the 


rural labour force and enable them to increase their purchasing power and thereby 
overcome their poverty. 


The Need for Employment Creation through an Act 


The important question which comes up is, why should the agricultural and 
rural unskilled workers be made to pay an inhuman price for.a choice which 
was made by landowners in their own interest? As we are a democracy, this 
question becomes extremely relevant specially as the rural labour force constitute 
the largest class in the nation. How can a democracy ignore totally the satisfaction 
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of the basic needs of its largest class. While the political forces in power debate 
experiment with and implement models of development which should be adopted 
in order to eradicate the poverty of the rural labour force, should they be expected 
to just wait and suffer? It is only the undemocratic societies which in order to 
further the interest of a few, extract an inhuman price from the many. 


It is not that the rural labour force wants doles in the form of either subsidies 
or unemployment compensation, they want work at wages which can afford them 
and their families, the basic needs of life. It is the responsibility of those who 
have the political power to determine the allocation and utilisation of our national 
resources, to take into account the employment needs of the rural labour force, 
and allocate necessary funds to create the needed employment for as long as 
the economy cannot fulfill that task. This responsibility of our political leaders cannot 
be side-stepped through questions such as ‘‘where will the needed funds come 
from?"’ Was the agrarian production relations which has produced this 
unemployment, selected on economic basis, taking into consideration the economic 
interests of all classes living in the rural areas? No. The decision was political 
and took into account the interest of a minority only. Now that the economic 
interest of a large section of the Indian population is being brought to the notice 
of the Indian society and the Government, why is the question being put in economic 
terms? The question should be framed on political grounds. Can our democracy 
afford to declare itself unable to fulfill its responsibilities to the poorest in the country? 
No, it will have to have the political will to generate the employment being asked 
for by the rural poor. Once it has made up its mind to stand by the poor, the 
funds required will be found. This employment should not be given through a 
programme but through an enactment which will enable the rural labour force 
to demand it as a right. The difference between a programme and a right is 
fundamental, the former leaves the workers at the mercy of the bureaucracy, 
whereas the latter, if the workers are educated and organized, gives them the 
power to enforce that right. In addition the granting of the right to work as a 
fundamental right will shift the onus of finding employment from the agricultural 
workers to the society and its government. 


It is the height of injustice to (1) select a rural economy which produces 
unemployment, and (2) force the unemployed to compete with each other for 
the limited man-days of employment available, and thereby depress their own 
wages to below subsistence levels. To leave rural workers, who have no resources 
and have to survive from day to day on unskilled labour power, at the mercy 
of a hostile labour market is unjust. The government should either create an economy 
which can generate the needed employment, or create the needed employment 
outside of the normal functioning of the economy: both are political choices. The 
latter will be less painful for the minority who are the bigger landowners. The 
position taken by some economists that employment guarantee to be successful, 
should create productive assets which will progressively reduce the need for 
guarantee of employment is not acceptable. Employment guarantee must continue 
until such time structural changes in the economy allow adequate employment 
to be created, and thereby obviates the need for generating employment through 
employment guarantee. 
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What will it Cost? 

What will it cost to guarantee employment to the rural unskilled workers at the 
national level. One can guesstimate on the basis of the Maharashtra experience 
in employment guarantee, and on the basis of studies made to determine the 
levels of underemployment and unemployment existing among agricultural and 
rural unskilled workers. According to the latest statistics available, Maharashtra 
is expending Rs. 245 crores per year on employment guarantee, and IS creating 
approximately 180 million man-days of employment annually. At this level of 
expenditure studies indicate Maharashtra has made a significant impact on the 
unemployment and purchasing power of the rural workers in the State. lf it is 
decided to achieve similar results at the national level, then taking into account 
the Maharashtra and National population levels, we will need to generate at least 
2,300 million man-days annually. (This figure is arrived at by multiplying 180 million 
man-days by 780 million, the national population, and dividing the result by 60 
million, the Maharashtra population.) The rapid increase which has been taking 
place over the last 10 years in Maharashtra in both E.G.S. (Employment Guarantee 
Scheme) employment generation and expenditure incurred annually indicate that 
the figure of 180 million man-days may still be below the man-days of employment 
that‘needs to be generated annually. Therefore the annual figure of 2,300 million 
man-days may be on the lower side. 


An alternate figure can be arrived at by calculating on the basis of 
unemployment/underemployment existing among the agricultural labourers. Studies 
show that whereas the agricultural labour constitute on an average 40% of the 
rural population, they account for nearly 80% of the rural unemployed. The average 
unemployment among them is as high as 16 to 17% with the unemployment 
among women being higher than the average. There are nearly 120 million families 
doing agricultural labour in India. Some of the surveys we have made show that 
the number of workers in agricultural labourers families range thus: 


% of the Families No. of workers per family 
10 3 
60 2 
20 1 
10 0 
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The average for the above comés to 1.7 workers per family. At 16.5% 
unemployment, the number of agricultural labourers for whom employment will 
need to be created will be 50 million x 0.165 x 1.7 = 14 million workers. For 
each worker 300 man-days of employment will have to be created per year and 
this will total 14 million x 300 = 4,200 million man-days per year. The actual 
number of million man-days will fall between 2.300 and 4,200 but for calculating 


the annual cost at the national level, we will work on the basis of 4,200 million 
man-days. 


It is assumed that as in the case of NREP and RLEGP the cost of materials 
and skilled labour shall not exceed 50% of the total cost of any work executed 
under EGA. The studies made on the cost of creating employment under 
NREP/RLEGP inclusive of skilled labour, payment in kind and cash, and cost 
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of materials, comes to Rs. 22 to Rs. 24 per man-day. This is on the higher side 
the studies made on EGS in Maharashtra is Rs. 6 to Rs. 8. Considering that 
the Central Government has recently advised all states to increase minimum wages 
of agricultural labourers to Rs. 10, we can assume that the average daily wage 
payment under EGS will in the future be’Rs. 10, and if to this we add Rs. 10, 
for materials and skilled labour, the cost of creating one man-day of employment 
will come to Rs. 20. The total for Creating 4,200 million man-days of employment 
will come to Rs. 8,400 crores annually. As this will require substantial administrative 
responsibility, a separate implementation structure will have to be created at the 
district and taluk/mandal levels. The administrative structure will be discussed later 
on, but the allocation of at least 7% of the annual scheme costs will have to 
be made in order to meet the annual administration cost. This will work out to 
approximately Rs. 600 crores per year. Therefore, the total cost of implementing 
EGA at the national level will be Rs. 9,000 crores per year. Not that this account 
will be needed in the very first year after passing such an act at the national 
level. As rural employment is a state subject, each state will have to pass its 
own act, when it feels it is ready to effectively implement it. In addition the figure 
of 4,200 million man-days represents a high level of achievement which will only 
be attained after a few years of implementation of the act. In other words, it is 
a projection into the future. As EGA will require an open budget it is prudent 
to plan for a maximum even though the actual expenditure will fall short of it. 


lt is interesting that Dr. V.M. Dandekar, Indian School of Political Economy, 
Pune, in his paper ‘The Indian Economy’ presented at Boston, October 4-7, 1986 
estimates that Rs. 4,670 crores will need to be transferred annually through 
employment generation (p. 18) to the rural working poor in order to help them 
to increase their purchasing power above the poverty line. If to this we add another 
Rs. 4,670 crores to account for skilled labour and material costs the annual 
expenditure under EGA would come to Rs. 9,340 crores. This is very close to 
the Rs. 9,000 crores we have estimated. 


How will the Funds be Raised? 


The Maharashtra experience reveals that people are not adverse to paying 
special taxes if the taxes are intended for funding a specific social programme. 
Nearly 30-35% of the EGA expenditure in Maharashtra is raised by the state 
through special taxes. This could be applied at the national level, and as much 
as Rs. 3,000 crores or 1/3 of EGA budget could be raised through taxation of 
the organised sectors and the rich peasantry. The balance of Rs. 6,000 crores 
could be split equally between the Centre and the States. Which means the Centre 
would have to contribute Rs. 3,000 crores per year through reallocation of its 
resources and the states would have to do likewise. 


Where will the Rs. 6,000 crores per year come from, which the states and 
the Centre will have to contribute? At the present the total annual expenditure 
incurred by the Centre and the states in implementing NREP and RLEGP inclusive 
of payment in kind, comes to Rs. 1,450 crores. These funds could be transferred 
to the EGA account when the act is passed. In addition there are many ongoing | 
programmes at the national and state levels which are labour intensive and which ° 
can be brought under EGA, such as minor irrigation, social forestry, rural housing, 
schoo! building construction, etc. Apart from that there are certain programmes 
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which are intended specifically to assist the poorest, these can be transferred 
to EGA. A good example of this is the distribution of rice at Rs. 2 per Kg being 
done by Andhra Pradesh through the public distribution system. The annual cost 
of this programme is around Rs. 180 crores. The cost of implementing EGA in 
Andhra Pradesh is estimated at Rs. 500 crores per year. Which means that if 
the funds for Rs. 2 per Kg rice scheme were diverted to EGA, the state of Andhra 
Pradesh will not need to allocate any other funds in order to implement EGA 
at the State level: the balance 2/3 will come from the Centre and special taxes. 


What all this indicates is that once a political decision is made to enact EGA, 
the funds to implement it will be found either through special taxes or through 
reallocation of existing resources. No inflationary measures need be adopted in 
order to implement EGA. 


Surely when we can afford to spend Rs. 12,000 crores per year On defence, 
and spend crores to procure and stock grain which the poor cannot purchase, 
and spend additional crores to subsidise inputs and machinery for farmers, we 
can definitely afford Rs. 9,000 crores per year to further the interest of 40% of 
the rural population. The funds are there but the will is lacking. — 


Benefits of EGA 


The obvious benefit of EGA will be through creation of employment for the 
rural surplus labour force, their purchasing power will be increased and they will 
be able to participate to a greater extent as consumers in the capitalist market. 
The side effect of this will be that the EGA families will be able to purchase the 
grain which they need in addition to the amount they will receive in kind under 
EGA and this will enable the government to reduce its quantum of buffer stock. 
Savings in national financial resources will result from this. 


Apart from this there will be many other resultant benefits which should be 
enumerated in order to point out the attractiveness of EGA from the social point 
of view. EGA can be used to build the social, productive, and natural resources 
of our rural areas. The social environment of our villages is a contrast to the 
urban areas where tremendous investments are being made to build better homes, 
adequate sanitation, better roads, parks, schools, etc. in order to make them 
attractive for the urban dwellers. Why should not similar investments be made 
in villages to make them attractive communities to live in, with well planned layouts, 
broad roads, avenue plantations, drains, adequate housing, schools with parks 
for children to play in, necessary sanitation and other needed community facilities? 
Why can’t EGA be used to modernise our villages, so that people living in them 
do not feel that they have been left behind by a nation moving into the 21st century? 


In addition to building social assets the productive and natural assets in rural 
areas also need attention. The poor have no fuel and are forced to cut trees 
in the forests, wherever possible villages must develop fuel forests which should 
be under the control of the poor and will be used primarily to meet their fuel 
needs. Along with this, forests should be replanted and protected with EGA labour. 
The reclamation and development of wastelands assigned to the poor by the 
government should be undertaken under EGA. Minor irrigation, water channels, 
percolation tanks, check dams across streams of tribal forests, all of these intended 
for the benefit of the poor peasants only, can also be undertaken with EGA labour. 
Link roads to and between villages can also be taken up. 
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Lastly, another benefit of EGA will be the reduction in migration of the rural 
Surplus labour force to urban areas in search of low paid menial employments. 
Our large cities such as Bombay, Calcutta, and Madras are overburdened with 
population, which their public facilities cannot handle. Most of the poor city dwellers 
are forced to live in slums under indescribable conditions, and the number of 
slums continue to increase. In socialist countries migration to cities is controlled 
by the government, a bourgeois democratic society cannot afford to use such 
measures. We will have to create a rural environment which will attract those 
who live there to remain there. If we do not attend to this urgent problem in 
the near future, our urban areas will sink into a mess from which they will find 
it difficult to recover. The handwriting is on the wall, it is upto us to heed its warning. 


Administration 


The implementation of such an act which will involve millions of workers across 
the country and incur an expenditure of Rs. 9,000 crores per year, will require 
a responsible and well-trained administrative setup at the district and taluk/mandal 
levels. We can learn much from the Maharashtra experience. From the districts, 
compiled periodical reports can be submitted to the Ministry of Rural Development, 
Centre. At the district level there should be a senior administrator, either from 
the IAS or recruited from professional services, to plan, monitor and file completion 
reports on all EGA works within the district. He will be assisted by a qualified 
engineer who will be responsible for guiding taluk/mandal level engineers in 
preparing blue-prints, work-plans, and man-power and financial budget for works 
to be undertaken within the taluk/mandal. 


At the taluk/mandal level an engineer will be in charge of planning, implementation, 
and monitoring of EGA works. He will be assisted by an accountant who will 
be responsible for payments in kind and cash. Work supervisors will be selected 
from among the labour force and will be paid on a daily basis. The taluk/mandal 
level engineers will need to have on the shelf blue-prints and work-plans to be 
undertaken in the succeeding four years. The selection of works at the taluk/mandal 
level will be done jointly by the engineer, the elected leaders of the Panchayat 
in which the works will be taken up, and the leaders of the organisations of 
agricultural labourers of the concerned Panchayat. It is important that in the selection 
of works for each Panchayat the EGA labour force of the concerned villages 
must be consulted. The participation of the EGA labour force in both planning 
and implementation is necessary for the success of the scheme. 


Monitoring 

The act shall create statutory bodies at the state and district levels, to monitor 
and evaluate ongoing and completed EGA works. These bodies will include 
representatives of political parties, voluntary groups and mass organisations of 
rural workers. 


Role of Voluntary Organisations 

For EGA to be implemented effectively, efficiently and honestly, the agricultural 
and rural unskilled workers for whom the Act is intended, will have to be educated 
and organised in order to understand their responsibility and rights under the 
Act and to ensure that the Act is implemented in its entirety and for their benefit. 
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The participation of the workers in the EGA planning and implementation is vital 
to its success. A study of Maharashtra EGA has revealed this. Wherever in 
Maharashtra the labour force is organised, the benefits being derived by the EGA 
workers is evident. The responsibility of organising and educating the agricultural 
and rural workers will fall on the voluntary groups. Their major role in ensuring 
the success of EGA will not be the monitoring of EGA works through statutory 
bodies, but in organising unions of rural workers at the mandal or taluk levels 
with chapters in the villages. This is a tremendously ambitious role to be played 
by the voluntary groups but if they have the courage to come forward and take 
on this responsibility, they will be making a major contribution to the future of 
the rural poor. The government can assist those doing this work by funding them 
through CAPART under schemes such as organisation of beneficiaries programme. 
The funds allocated to CAPART under this programme could be increased, and 
it could be made into one of the strongest central government funded programmes. 
The Seventh Plan acknowledges the importance of organising the beneficiaries, 
the above can make that acknowledgement into a vital reality at the national level. 
This will make voluntary groups into major partners in national development along 
with the government and the rural poor. 


Conclusion 
When we consider the need for EGA, and we look at: 


1. the extent of unemployment and poverty existing among the agricultural 
and rural unskilled workers. 


2. the unacceptable state of our villages and their community facilities. 


3. the lack of participation of substantial rural population in the consumers 
market. 


4. the precarious condition of our forests and other rural productive resources, 
and, 


5. The mushrooming slums in the urban areas; 
do we really have a choice? 
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Annexure 


Maharashtra Act No. XX of 1978 


The Maharashtra Employment 
Guarantee Act, 1977 


An Act to make effective provision for securing the right to work by guaranteeing 
employment to all adult persons who volunteer to do unskilled manual work in 
rural areas in the State of Maharashtra. 

WHEREAS it is expedient to make effective provision for securing the right to 
work laid down im article 41 of the Constitution of India by guaranteeing employment 
to all adult persons who volunteer to do unskilled manual work in rural areas 
in the State of Maharashtra. 

AND WHEREAS it is further necessary to provide for continuing employment- 
to surplus rural man-power in cottage, village and small industries and in agro 
industries. 

AND WHEREAS it is also necessary to make certain supplement, incidental 
and consequential provisions; it is hereby enacted in the Twenty-Eight Year of 
the Republic of India as follows:- 


7 i. This Act may be called The Maharashtra Employment Guarantee 
Act, 1977. 
i. It extends to the whole of rural areas of the State of Maharashtra. 


ii. It shall come into force in all the areas to which it extends on such 
date as the State Government may, by notification in Official Gazette, 


appoint. 
AA In this Act. unless the context otherwise requires:- 
a. ‘adult person” means a person who has attained the age of eighteen 
years; 


b. ‘the Committee” means the District Level Committee, or, as the case 
may be, the Panchayat Samiti Level Committee, constituted under 
sections; 

‘the Council’ means the Maharashtra State Employment Guarantee 
Council constituted under section 4; 
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4.1 


4.2 


d. “implementing agency’’ includes the Department of the State 
Government, the Zilla Parishad, any other local authority or State 
Government Undertaking, which is entrusted by the State Government 
with the task of implementing any works taken up under the Scheme; 


e. “implementing officer’ means the highest officer of the implementing 
agency in the District or any officer subordinate to him to whom 
any of the powers or duties of the agency have been entrusted; 


f. “Panchayat Samiti Area’ includes any ‘C’ Class Municipal Area; 


g. ‘Panchayat Samiti Level Officer’ or “Samiti Officer’’ means the person 
not below the rank of Tahsildar or Block Development Officer, 
appointed under section 10 by the State Government for the 
implementation of the Scheme in the area of Panchayat Samiti 
concerned; 


h. “Productive works’ means any works which, in the opinion of the 
State Government, will directly or indirectly contribute to the increase 
of production, or the absence of which will inhibit the increase of 
production; 


i. ‘prescribed’? means prescribed by rules made under this Act; 


j. ‘rural areas’ means all the areas of the State of Maharashtra, except 
those for which a Municipal Corporation or Cantonment Board was 
established or constituted under any law for the time being in force, 
or those which were classified as ‘A’ or ‘B’ Class Municipal areas 
under the Maharashtra Municipalities Act, 1965, on the date of passing 
of this Act; and any area, which after the passing of this Act comes 
to be included within the limits of a Municipal Corporation or 
Cantonment Board or an ‘A’ or ‘B’ Class Municipal Council shall 
cease to be a rural area, from the date of such inclusion; 


k. ‘‘Scheme”’ means the Employment Guarantee Scheme prepared and 
published under Section 7 and for the time being in force. 


Every adult person in the rural areas in Maharashtra shall have a right 
to work, that is, a right to get guaranteed employment for doing unskilled 
manual work and to receive wages there weekly or in any case not later 
than a fortnight, in accordance with the provisions of this Act and the 
Scheme made thereunder. 


Explanation: A work shall be regarded as unskilled, if any adult person, 


without any special training, can normally be expected to do it and which 
is so classified in the Scheme. 


For the purpose of having a periodical review and supervision of the 
implementation of this Act, there shall be a Council called the Maharashtra 
State Employment Guarantee Council. The State Government shall appoint 
the President and the Chairman and other members of the Council. The 
number of the other members of the Council shall not exceed twenty-six, 


of whom at least two members shall be appointed from persons belonging 
to the Backward Classes. 


The other function of the Council shall be to advise the State Government 
on all matters concerning this Act and the Scheme and their implementation. 
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The Council shall be competent to undertake an evaluation of the Scheme 
and for this purpose collect or Cause to be collected statistics pertaining 
to the rural economy of Maharashtra in general and socio-economic 
condition of the rural labour and the implementation of the Scheme in 
particular. It shall also be competent for the Council to recommend to 
the State Government the appointment of one or more Study Groups for 
undertaking a study of specific questions and problems connected with 
the implementation of this Act and the Scheme. 


The Council shall co-ordinate the working of the District Level Committee. 


The President shall be the head of the Council. The President and the 
Chairman shall exercise such powers and perform such duties, and the 
inter-se relations between them shall be such, as the State Government 
may, from time to time, prescribe. 


The State Government shall constitute a District Employment Guarantee 
Committee in every district and a Panchayat Samiti Employment Committee 
in every Panchayat Samiti area. On every District Level Committee and 
Panchayat Samiti Level Committee, at least two members shall be appointed 
from persons belonging to the backward classes and two members shall 
be either from persons who have been employed on the works of the 
Scheme or from any registered union of the agricultural labourers. The 
Chairman of every such Committee shall be appointed from the non-official 
members thereof. 


These Committees shall, within their respective jurisdictions, supervise and 
review the implementation of the Scheme, from time to time, and shall 
suggest to the State Government and the Council such steps as in their 
opinion are necessary for a more effective implementation of this Act. 
The Collector and the Samiti Officers concerned shall from time to time, 
report to the Committees the action taken by them or the State Government 
on the suggestions made by the Committees. 


Every District Level Committee shall co-ordinate the working of the 
Panchayat Samiti Committees in the District. 


The Collector of the District shall be responsible for the implementation 
of the Scheme in the District and for this purpose all other officers of 
the State Government, the Zilla Parishad and other local authorities or 
bodies functioning in the District and having for their jurisdiction an area 
not bigger than the District shall be responsible to the Collector. 


The Commissioner of the Division, or any officer not below the rank of 
Assistant Commissioner designated by him in this behalf, shall be competent 
to supervise and review the implementation of the Scheme in the Division. 
The Commissioner shall be competent to issue directions to the Collectors, 
other officers (including Divisional level officers), local authorities and other 
bodies regarding implementation of the Scheme, and it shall be incumbent 
on all of them to carry out such directions. 

For the purpose of implementation of the Scheme, the Collectors, other 
officers, local authorities and other bodies in the Division, shall be responsible 
and subordinate to the Commissioner to such extent and in such manner 
as the State Government may direct. 
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For the purposes of giving effect to the employment guarantee mentioned 
in section 3, the State Government shall prepare a Scheme for providing 
employment to all adult persons residing in the rural areas, Who volunteer 
to do unskilled manual work, subject to the conditions laid down by or 


under this Act or in the Scheme. 


The Scheme shall have the following essential features: 
i Only productive works shall be taken up under the Scheme. 


(Provided that, if, in the opinion of the State Government, it is necessary 
to provide employment in any area on any works to meet the 
conditions created by natural calamities like heavy rains, floods, 
earthquakes, droughts, scarcity or cyclones, the State Government 
may permit such works being taken up under the Scheme for such 
temporary period as the State Government may, from time to time 
decide.) 


ii. The works taken up under the Scheme shall be in the rural areas; 
it shall, however, be lawful for the State Government to direct that 
certain categories of works may be taken up in areas other than 
rural areas. 


iii. Every Collector shall be asked to prepare blue-prints of the works 
to be taken up under the Scheme in the District. Such blue-prints 
shall be prepared by him as a part of the District plan, but be based 
on the Panchayat Samiti area development plans prepared with a 
view to give employment guarantee to all adult persons for unskilled 
manual work and to make use of natural resources actual or potential, 
which are readily available in the respective Panchayat Samiti areas. 
The Collector shall place the blue-prints for approval before the District 
Level Committee, which shall give its approval after taking into 
consideration the view of the Panchayat Samiti Level Committees. 


iv. In order to anticipate the demand for manual work a man-power 
budget for the District shall be prepared, so that it may be possible 
to plan the works to be taken up under the Scheme, taking into 
account the special distribution of unemployment over the District. 


v. The Scheme may also provide, as far as possible, for the training 
and upgradation of the skills of the unskilled labour. 


vi. The wages shall be directly linked with the quality and quantity of work. 


vil. The wages shall be paid according to the schedule rates which shall 
be fixed by the State Government for different types of works from 
time to time. The schedule of rates shall be fixed that a person working 
diligently for 7 hours a day would normally get a total wage equal 
to the minimum wage for agricultural labourer for the lowest zone 
fixed by the State Government, from time to time. 


(In areas, which are affected by natural calamities like heavy rains, 
floods, earthquakes, droughts, scarcity or cyclones, wages may be 
paid on such works, at such daily rates and for such temporary 
period, as the State Government may direct.) 
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xii. 


xiii. 


XIV. 


It shall be open for the Samiti Officer to direct any person who 
volunteers for employment under the Scheme to do work of any 
type permissible under the Scheme. 


All works taken up under the Scheme shall be executed departmentally 
and not through any contractor. 


Provided that, skilled items of works such as gorge filling where 
it is absolutely necessary, and waste-weir component of work of 
percolation and minor irrigation tanks may be executed on the basis 
of a piece-rate system, but the wages payable to unskilled labour 
shall be in accordance with the tasks prescribed under the Scheme. 


When works are taken up under the Scheme on private lands, which 
will directly benefit the holders of the lands, then, notwithstanding 
the fact that under the provisions of any other law, or any executive 
orders, for the time being in force such holders are entitled to a 
subsidy in respect of such works, (a subsidy under the Scheme, 
at such rates as may be prescribed, shall be financed from the 
Employment Guarantee Fund). 


The works taken up under the Scheme shall be so organised by 
the Collector that the normal agricultural operations in the District 
are not adversely affected and that a balance is maintained between 
the principle of guaranteed work with minimum wage on the one 
side and the requirements of labour for the implementation of the 
regular plan and non-plan works of the State Government on the 
other side. 


The State Government shall provide in the scheme for a periodical 
inspection of the works taken up under the Scheme to ensure proper 
quality of the works as well as to ensure that the total wages paid 
for the completion of any work are commensurate with the quality 
and quantity of the work done. 


The State Government shall provide in the scheme of the appointment 
of an Audit squad to conduct a periodical audit of the expenditure 
incurred under the Scheme. 


lf any personal injury is caused to any person employed under the 
Scheme by accident arising out of and in the course of his employment 
he shall be entitled, free of charge, to such medical treatment as 
is admissible under the Scheme, and where hospitalisation is 
necessary, the State Government shall arrange for such hospitalisation 
including accommodation, treatment and diet. During the period he 
is undergoing treatment in the hospital, he shall be entitled to daily 
wages at the rates of half of the minimum wages referred to in clause 
(vii). In case of death of such person, an ex-gratia payment of Rs. 
5.000 shall be made to his legal heirs in the manner laid down in 
the Scheme. In case of disablement, such person shall be entitled 
to such ex-gratia payment as may be determined in accordance 
with the Scheme, but the amount of such payment shall not exceed 


Rs. 5,000. 
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xv. Subject to the rules made in this behalf, the State Government shall 
ordinarily provide all kinds of tools and implements and gunpowder 
required for any work and where tools and implements are not so 
provided and are brought by the person concerned he shall be 


paid such 
hire charges as may be prescribed. 


xvi. The State Government shall, as far as possible, undertake 
comprehensive land development programmes on watershed basis. 
Such works shall, as far as possible, be provided within a radius 
of five kilometres from the village of the works engaged on such works. 


The Scheme shall provide for the registration of the names and addresses 
of persons who volunteer to work under the Scheme. Such registration 
shall be done at the headquarters of the Gram Sevak or Talathi, as the 
State Government may specify, within whose jurisdiction the village where 
the person resides is situated. 


The Scheme so prepared shall be published in the Official Gazette, and 
a summary thereof shall also be published in such local newspapers, 
having wide circulation in each District, as the State Government may 
determine. 


Until the Scheme is prepared and published under this Section, the 
Employment Guarantee Scheme of the State Government in operation 
immediately before the date of commencement of this Act shall be deemed 
to be the Scheme made and published under this Act. 


Every adult person who: 
i. IS residing in any rural area; 
li. iS willing to do any unskilled manual work: 


may get his name and address registered with an authority or officer 
specified by the State Government in this behalf (hereinafter referred to 
as ‘the registering authority’) who shall register the name and address 
of such person, after making such enquiry as it deems fit. The registration 
shall be for such period as may be laid down in the Scheme and may 
be renewed, from time to time. The registering authority, if satisfied that 
any person has got himself registered by making a false declaration of 
his age, may, after giving reasonable Opportunity to the person concerned 
of being heard, delete his name from the register. 


Every registered person shall be entitled to be provided with employment 
In accordance with the Scheme for the time being in force. 


It shall be the duty of the State Government to Provide employment in 
accordance with the provisions of the Scheme to every such person, if 
a letter asking for such employment and stating therein the period for 
which employment is required and the period for which such a person 
Is willing to work continuously, which shall not be less than one month, 
Is received from such person by the Samiti Officer, or by the Gram Sevak 
or the Talathi,this,as may be specified by the State Government, within 
whose jurisdiction the village where the person resides is situated. Such 
person shall be provided with employment as far as possible on any work 
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8.7 


8.8 


8.9 


8.10 


within the area of the Panchayat Samiti where he resides, but in any 
case not outside the District. 


lf within 15 days of the receipt of the letter of employment under the 
Scheme by the Samiti Officer or by the Gram Sevak or the Talathi, as 
the case may be, the State Government is unable to provide employment 
to such person under the Scheme, in the manner mentioned in sub-section 
3, the person shall be entitled to receive from the Employment Guarantee 
Fund an unemployment allowance at such rate as may be fixed by the 
State Government from time to time, but not less than Rs. 1.00 per day. 


The liability of the State Government to pay unemployment allowance under 
sub-section4, shali commence after the expiry of 15 days from the receipt 
of the letter for employment by the Samiti Officer or by the Gram Sevak 
or the Talathi, as the case may be, and shall cease immediately after 
the Samiti Officer, by a letter sent to the person on the address mentioned 
in the register, directs him to report at any work taken up under the scheme. 


Notwithstanding anything contained in this Act, if the State Government 
is during any period unable, owing to circumstances beyond human control 
like rains, or other unusual natural calamities, to provide employment under 
sub-section 3, there shall be no liability on the State Government to pay 
the unemployment allowance under sub-section 4 during that period. 


When it is not expedient for the State Government to provide employment 
immediately on works sanctioned under the Scheme, notwithstanding 
anything to the contrary contained in any other law for the time being 
in force, it shall be lawful for the Collector to issue directives to Village 
Panchayats to take up such works as are prescribed, from the Village 
Employment Fund constituted under the Bombay Village Panchayats Act, 
1958, for such duration as he may direct. If a person from whom a letter 
has been received under sub-section 3 is provided with employment on 
such works, he shall be deemed to have been provided with employment 
under that sub-section. 
The unemployment allowance to be paid to an unemployed person under 
sub-section 4 shall be sanctioned and paid by an authority empowered 
by the State Government in this behalf and for this purpose the State 
Government may prescribe such procedure as it deems fit. 
No person shall be entitled to any unemployment allowance under sub- 
section 4, if he — 

i. does not accept employment provided to him under sub-section 3; 
ii. does not report for work within 7 days of being asked to do so; 
ili. continuously remains absent from work, without the permission of 

the implementing officer, for a period of more than one week, or 
remains absent for a total period of more than one week in any month. 

Any person, who is provided with employment under sub-section 3 and 
does not accept the same or who loses his entitlement to the unemployment 
allowance under sub-section 9, shall stand debarred from claiming 
unemployment allowance for a period of three months, but during this 
period of three month, shall not be debarred from getting employed on 
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any works. Such defaults shall be reported by the Samiti Officer to the 
concerned registering authority. 

Whenever any dispute arises between any person who sends a letter 
for employment under sub-section 3 and the Samiti Officer, it shall be 
referred by the Samiti Officer to such Authority as the State Government 
may prescribe and the decision of suctf Authority shall be final. The 
aggrieved person may also refer the dispute directly to the Authority. The 
State Government may prescribe the procedure to be followed by such 
Authority while deciding such disputes, as well as the functions and the 
powers of the Authority. 

Notwithstanding anything contained in the foregoing sub-sections, where 
there is no able bodied adult member in a family, a minor member of 
such family, who has completed the age of fifteen years shall also be 
entitled to register his name and address under sub-section 1 and shall 
be paid wages according to the quantum of his work. 


Explanation:- For the purpose of this sub-section the expression ‘member 
in a family’ means a husband, wife, father, mother, brother or sister residing 
together. 

The registering authority specified under sub-section 1 shall prepare and 
maintain such register or registers and in such manner and issue such 
identity cards or pass books as maybe prescribed. The registering authority 
shall send such list or lists of the names and addresses of persons registered 
with it and supply such other information to the Samiti Officer at such 
times and in such forms as may be prescribed. 


Any person: 


a. who has an employment but sends a letter asking for employment 
under sub-section 3 of section 8 and draws unemployment allowance 
under sub-section 4 of that section; or 


b. who is in receipt of unemployment allowance under sub-section 4 
of section 8 and accepts employment elsewhere but does not bring 
this fact to the notice of the Samiti Office and continues to draw 
unemployment allowance under that sub-section, shall on conviction, 
be punished with simple imprisonment for a term which may extend 
to one month or with fine which may extend to five hundred rupees 
or with both. 


For every Panchayat Samiti area, the State Government shall appoint a 
Panchayat Samiti Level Officer, to be called the Samiti Officer, for the 
implementation of the Scheme in the Panchayat Samiti area concerned. 


The Samiti Officer shall, from time to time, obtain from the registering 


authority a list containing the names and addresses of persons registered 
with it. 

The works to be taken up under the Scheme Shall be sanctioned by 
the State Government or the Collector or by such other officer as the 
State Government may specify for this purpose, subject to such limits 
on the costs of works as the State Government may, by order, specify. 
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The Samiti Officer Shall, from time to time, obtain from the Collector a 
list Of works sanctioned within the District. 


On receipt of a letter for employment under sub-section 3 of Section 8. 
the Samiti Officer shall decide to which Sanctioned work in his 
PanchayatSamiti area the applicant may be directed, and accordingly inform 
the applicant and also the officer in charge of the execution of the work. 
If it IS not possible for the Samiti Officer to direct the person to any work 
In his Panchayat Samiti area. he may, in consultation with the Collector, 
direct him to a work outside the Panchayat Samiti area, but within the District. 


The Collector and the other implementing agencies in the District shall 
be responsible for the funds placed at their disposal by the State 
Government. They shall maintain the accounts of employment and 
expenditure in such manner as may be prescribed. 


Whenever any work taken up under the Scheme is completed and it is 
no longer possible to provide unskilled manual employment on such work 
it shall be the duty of the implementing officer concerned to report this 
fact to the Collector as well as to the Samiti Officer concerned. It shall 
then be the duty of the Samiti Officer to direct the persons employed 
on such works to any other work already taken up under the Scheme 
or to a work to be started under the Scheme with the sanction of the 
Collector or of the State Government, as the case may be. 


If within four days of the receipt of intimation of the completion of the 
work the Samiti Officer is unable to direct the workers employed on such 
work to any other work under the Scheme mentioned in sub-section 1, 
the State Government shall from fifth day onwards pay to the person 
concerned unemployment allowance as per sub-section 4 of Section 8. 


lf any person who under sub-section 2 has been asked by the Samiti 
Officer to report at any other work under the Scheme fails to do so within 
7 days of being directed by the Samiti Officer to do so, he shall stand 
debarred from claiming unemployment allowance as if he has been 
disqualified under sub-sections 9 and 10 of Section 8. 


The State Government's liability to pay unemployment allowance under 
sub-section 2 shall cease immediately after the Samiti Ofticer directs the 
person concerned to report at some other, works, either existing or yet 
to be started, under the Scheme. 
On the date of commencement of this Act, a Fund to be called the 
Employment Guarantee Fund shall be deemed to be established. 
Any amount standing to the credit of the Employment Guarantee Fund 
established under the Maharashtra State Tax on Professions, Trades, 
Callings and Employments, Act, 1975 read with the Maharashtra Tax Acts 
(Amendment) Act, 1975, shall stand transferred to, and form part of, the 
Fund deemed to be established. under sub-section 1 with effect from the 
date of commencement of this Act. 
The following shall form part of, or be paid into, the Fund, namely:- 
a. The amounts transferred to the Fund under Section 30 of the 
Maharashtra State Tax on Professions, Trades, Callings and 
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Employments, Act, 1975’ and under Section 4 of the Maharashtra 
Tax Acts (Amendment) Act, 1975, and the amounts of the matching 
contributions made by the State Government as laid down in the 


said Acts; 

b. Any contribution or grants made by the State Government, the Central 
Government or any local authority; 

c. Any sums received from other bodies or individuals, whether 
incorporated or not. 

Any amount transferred or credited to the Fund shall be charged on the 

Consolidated Fund of the State. 


The amount standing to the credit of the Fund shall be expended in such 
manner and subject to such conditions as may be prescribed for the 
purpose of implementing the Scheme. 


Temporary diversions of Funds for utilisation on other departmental schemes 
or plan schemes, which have for their objective, the generation of 
employment or the creation of productive assets or both may be permitted 
by the State Government, subject to the Fund being reimbursed by such 
amount in the same or next financial year. 


The Fund shall be held and administered on behalf of the State Government 
by an officer not below the rank of a Secretary to the State Government, 
subject to such general or special directions as may be given by the 
State Government, from time to time. 


The enactments specified in the second column of the Schedule are hereby 
amended in the manner and to the extent specified in the third column 
thereof. 


All references in any other law or any instruments for the time being in 
force to the Employment Guarantee Scheme or Fund of the State 
Government or in the State of Maharashtra shall be construed as references 
to the Scheme or the Fund as the case may be, under this Act. 


The State Government may, by notification in the Official Gazette, direct 
that the powers exercisable by it, except the powers to make the Scheme 
and the rules shall, in such circumstances and under such conditions, 
if any, as may be specified in the notification, be exercisable also by 
such officer or officers subordinate to it as may be specified in the 
notification. 


No suit, prosecution or other legal proceedings shall lie against the State 
Government or any authority or officer or body or person for anything 
which is in good faith done or intended to be done in pursuance of this 
Act or the Scheme or the rules made thereunder. 


The provisions of this Act or the Scheme, rules, notifications or orders 
made or issued thereunder shall have effect notwithstanding anything 
inconsistent therewith contained in any other law for the time being in 
force or in any instrument having effect by virtue of such law. 


The power to make rules under this Act shall be exercisable by the State 
Government by notification in the Official Gazette. 
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Without prejudice to any power to make rules contained elsewhere in 
this Act, the State Government may make rules consistent with this Act 
to carry out the purposes of this Act. 


All rules made under this Act shall be subject to the condition of previous 
*publication. 


Every rule made under this Act shall be laid, as soon as may be after 
it is made, before each House of the State Legislature, while it is in session 
for a total period of thirty days, which may be comprised in one session 
or in two or more successive sessions, and if before the expiry of the 
session immediately following the session or the successive sessions 
aforesaid, both Houses agree in making any modification in the rule or 
both Houses agree that the rule should not be made, and notify such 
decision in the Official Gazette, the rule shall from the date of publication 
of such notification have effect only in such modified form or be of no 
effect, as the case may be; so, however, that any such modification or 


~ annulment shall be without prejudice to the validity of anything previously 


done under that rule. 


119 


eas 


TRYST WITH DESTINY 


This book is a collection of essays written by economists, and other intellectuals 
involved in the study of rural development, government officials and activist 
groups on the government's anti-poverty policies and programmes pursued and 
implemented from 1947 to date. These essays reflect an honest search for 
effective policies and programmes which could have a significant impact on 
the poverty of the poorest sections of the rural masses. The evaluation and 
criticism of past programmes and policies and the search for future policies 
and programmes have led most of the writers to conclude that as the majority 
of the rural poor are agricultural labourers, the most effective attack on their 
poverty by the government would be to create mass rural employment through 
government programmes. Quite a few of the essays also recommend that such 
employment for the rural poor should be guaranteed as fundamental right through 
legislation. It is the intention of the writers to not only initiate public debate 
on the subject but to also influence government’s future development policies. 


These essays were compiled by Young India Project, which has also contributed 
two essays to the collection. Young India Project is a registered non-profit society 
comprising of 19 activist groups working in solidarity in five different states. 
They are bound together by common end objectives. Their basic aim is to organise 
the rural poor and assist and guide them in creating a more just society. Young 
India Project’s field office is located in the town of Penukonda, Anantapur District, 
Andhra Pradesh. 


